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2 A salute to the retiring dean 


Russell A. Stevenson 


> is a significant occasion in the life of 
the School of Business Administration for 
more reasons than one. Of prime importance, 
of course, is the impending retirement of Dean 
Stevenson, the culmination of an era of great 
growth and accomplishment for the School. 
Our principal objective in assembling here is 
to accord him the honor he so richly deserves 
and we will devote ourselves appropriately 
and happily to that task. 

Then, too, this is the 30th Annual Alumni 
Conference of the School, a fact which should 
not be taken lightly. Thirty is a nice round 
number, and 30 years, nearly a third of a 
century, is a rather considerable period of 
time, even in a world that moves as swiftly 
as this one. It came as a bit of a shock to me 
that so many pages had dropped off the cal- 
endar since that first Alumni Conference in 
the spring of 1930. 


The First Alumni Conference 


I remember it very clearly, partly because 
I was on the program and took my responsi- 
bility quite seriously. What proved later to be 
the Great Depression had set in a few months 
before and we were still in a mild state of 
shock as a result of the sickening drop in the 
stock market and the sharp decline in busi- 
ness we had just witnessed. My assignment 
that day was to analyze the effect of these 
drastic developments on the banks and to 
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share any pearls of wisdom that I might have 
garnered from the experience. Little did we 
know what was still in store for us. 

Being blessed with a wife who never throws 
anything away, particularly if it is unimpor- 
tant, I managed to find recently in my old 
records the handwritten draft of that speech. 
I must say that it read quite well and I en- 
joyed reviewing it. By the time I finished I 
had decided that over the 30 years there has 
been no noticeable improvement in my powers 
of composition and that my handwriting had 
definitely deteriorated. Those rather depres- 
sing conclusions were offset, however, by the 
realization that my reappearance on the same 
program after three decades probably estab- 
lishes a new world’s record for lapsed time 
between an original performance and the 
encore. 


Other Firsts 


It has been my good fortune to know per- 
sonally the first three deans of the School of 
Business Administration, and so it is not just 
an idle remark when I say that the institution 
has been thrice-blessed. They were different 
in nature and personality, as might be ex- 
pected, but all were or are scholars of a high 
order. All made invaluable contributions to 
the School’s development. 

The first dean, Edmund E. Day, may be 
thought of as the architect, the planner. 
Under his direction the School came into be- 
ing in 1924 as a separate administrative unit 
of the University. Prior to that, for some 25 
years, certain courses in accounting and other 
business subjects had been offered in the De- 
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partment of Economics. Dean Day officiated 
at its birth and nurtured it during its early 
infancy. 

The first class at the graduate level was the 
1926 class, which included such illustrious 
persons as Jim Waterman and Maynard 
Phelps. The second class had no illustrious 
characters but when it comes to loyalty and 
interest in the School and attendance at 
Alumni Conferences, we will put our record 
against any. 

Like any infant, the School in those days 
was pretty small and not very prepossessing. 
Each of the first two graduating classes had 
about a dozen students. We shared quarters 
with the School of Education in old Tappan 
Hall, which had already been declared obso- 
lete but which continued to house the Busi- 
ness School for more than twenty years. 
There were some priceless advantages how- 
ever. The ratio of students to faculty was un- 
usually low and warm personal relationships 
developed between students and teachers. The 
latter were listed as Professor in the cata- 
logue, but we thought of them and spoke of 
them as Bill Paton, Bob Rodkey, and Olie 
Blackett, to mention a few. In my last year a 
number of my classes consisted of five and 
six students and I recall one course under 
Bob Masson in which I was the only student. 
Believe me, you don’t take a chance on going 
to that kind of a class unprepared. 


Changes and Growth 


When our class graduated in 1927 Dean 
Day left the School too. I have never known 
what motivated him—whether it was a feel- 
ing of having achieved perfection or a sense 
of profound frustration. At any rate, he moved 
to the Rockefeller Foundation and later be- 
came President of Cornell University. 

Professor Clare E. Griffin then became 
Dean and with wisdom and skill he guided 
the infant school through its childhood and 
teens. Enrollment increased and the curricu- 
lum expanded, but the emphasis was always 
on quality rather than size. Dean Griffin’s 
role was that of developer and the reputation 
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Michigan acquired as one of the outstanding ~ 


schools of business in the nation attested to | 


his success. 

By 1944 the School was a lusty youth of 
twenty and Dean Griffin made known his 
desire to return to his first loves—teaching, 
writing, and consulting. I first became aware 
of this when Bill Paton and the late Bob 
Rodkey called on me at my office one day, 
They comprised a committee to select a new 
dean, but whether they were formally constj- 
tuted or a self-appointed committee, I am not 


sure. There was no uncertainty however about ° 
their objective or plan of action. They were . 


not looking for a new dean, they knew exact- 
ly whom they wanted and as far as they were 
concerned there weren’t even any other pros- 
pects. The only trouble was that this man 
was very happy in a position he had occupied 
most sucessfully for a number of years at the 


University of Minnesota and might be reluc- — 


tant to make a change. 
That is when I first heard about Russell A. 


Stevenson and I did not get to know him until | 


after his resistance had been worn down by 


the persistence of the Paton-Rodkey commit- — 


tee and he had accepted the appointment as 
third dean of this School. It was fortunate 
for us that his love for his Alma Mater and 
his recognition of the great challenge and 
opportunity the position offered prompted 
him to decide in our favor. He brought to the 
School the experience, the talents, and the 
personal attributes that were to prove so val- 
uable in the era of growth that lay ahead. 


Highlights of Dean Stevenson’s 
Career 


Many of you have knowledge of Dean 
Stevenson’s career so I am just going to cover 
some of the highlights. After completing his 
undergraduate work at the University of 
Michigan in 1913 he continued on for a year 
as an Instructor in Economics. The next six 
years were spent at the State University of 
Iowa, starting as Instructor in Accounting and 
moving through the various steps to a full 
professorship. He received his Master’s degree 
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ti- with the oil portrait 
of him that was pre- 
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t- from Iowa in 1915 and his Doctor’s degree His outstanding accomplishments at Min- 
s from the University of Michigan in 1919. nesota were recognized by his Alma Mater in 
€ During that period he and Bill Paton, who 1941 when the University of Michigan 
d _ was then teaching at the University of Minne- awarded him an honorary Doctor of Laws de- 
d sota, collaborated on the writing of two ac- gree. Two short sentences from his citation 
d counting textbooks which had wide usage. express the high regard in which he was held: 
“Through his ability as an administrator 


of the Department of Commerce for the Uni- 
versity of Cincinnati, which he occupied with 
distinction for six years. In 1926, at the age 
of thirty-six, he was named Dean of the 
School of Business Administration at the Uni- 
_ versity of Minnesota. During the next eight- 
1 . een years, under his able leadership that 
| $chool enjoyed exceptional growth in size and 


and his ideals as an educator, the school he 
represents has risen to a place of acknowl- 
edged importance among institutions of its 
kind. He has labored with zeal and wisdom 
to advance instruction in his field and di- 
rected with fruitful results a great cooper- 
ative project of research in economic stabili- 


Stature. Through his efforts and _ personal 

| | activities he made the School a vital force in Incidentally, that action later gave him an 

the business community. Among the public unusual distinction because when he was | 
; and private organizations he served effectively made Dean of this School in 1944 he came to 


. were the Employment Research Stabilization the post already the possessor of an honorary 
| Institute, Smaller War Plants Corporation, Doctor of Laws degree from the University, 
_ American Ass’n. of Collegiate Schools of Busi- the first professor in Michigan history to be 
_ | fess, and the Northwestern National Bank. so endowed. 
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The Sixteen Years 


The great promise that his appointment 
held has certainly been fulfilled. The shining 
record of the past sixteen years is ample evi- 
dence of Dean Stevenson’s powers as an edu- 
cator, administrator, and builder. The latter 
designation is one that especially fits him. 
The first major problem he tackled when he 
came to Ann Arbor was the urgent need for 
a suitable building. Sensing the growth in en- 
rollment that would come in the postwar 
period, he moved rapidly and with determi- 
nation to house the School properly. Obstacles 
are generally encountered in such a program 
and this was no exception. The obstacles were 
formidable but he overcame them one by one 
and with a rare combination of drive, diplo- 
macy, and stubbornness pushed through to his 
goal. The fine modern, well-equipped building 
that resulted has been a valuable asset in the 
School’s expansion and development. 

He built wisely in other ways too—a strong, 
well-balanced faculty, and an educational pro- 
gram that was progressive and adaptable to 
the changing needs of business. He developed 
close relationships with business leaders and 
organizations and made the School an integral 
part of the business life of the State. He 
shared his abilities freely with many civic, 
business and professional groups, including 
the Michigan Planning Commission, the Small 
Business Advisory Committee, the State’s 
“Little Hoover Commission,” Lear Inc., and 
the Ann Arbor Bank. 


Personal Characteristics 


Dean Stevenson’s energy and capacity for 
work have made him highly productive. His 
knowledge, sincerity, and fairness won him 
the respect and affection of colleagues, stu- 
dents, and business associates. His personal 
warmth and unassuming manner are quite 
disarming, but don’t think he isn’t capable of 
crafty maneuvering when he feels such tactics 
are necessary. 

I have it on good authority that back in 
his Minnesota days when he was battling for 
a new building for that school, he reached 
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down pretty deep into the bag of tricks, Jy - 


urging the Legislature to action he had paint. 
ed gloomy word pictures of what a crowded 
firetrap the old structure was. This was quite 
true but when a committee of the Legislature 
came to survey the situation they made their 


call in the late afternoon. Normally classes 


would have ended by then and activity would 
be greatly reduced. The Dean had less than 
an hour’s warning of the visit, but that gave 
him time to set the stage. Hurried telephone 
calls rounded up members of the two profes. 


sional business fraternities and many of their — 
friends. By the time the committee arrived , 


the building was filled to overflowing. Halls, 
staircases, classrooms, even washrooms were 
jammed with serious, industrious students, 
The committee was duly impressed and re- 
ported that the overcrowding was even worse 
than the Dean had described. 

His resourcefulness and imagination were 
put to the test many times before our own 


building program materialized. I don’t think 
he had to import any actors but the photo- — 


graphs of the old building that were widely 
shown to dramatize the need emphasized the 
deficiencies of the structure most effectively. 

Dean Stevenson’s personal life has been as 
happy and well-ordered as his professional 


life. He was never too busy to be a good hus- ~ 


band and a good father to their two sons. I 
am not sure he is entitled to many points for 
being a good husband because a more charm- 


ing and gracious woman than Mrs. Stevenson 


would be hard to find anywhere. Further- 
more, she is second to none when it comes to 
culinary ability. A fair share of the credit for 
the Dean’s success belongs to her. 
* * * 
For your many achievements and admir- 
able qualities, Dean Stevenson, your Alumni 


salute you. You have set standards that will | 


serve as an inspiration and challenge to all . 


those who come after you. We wish for you 


many years of happiness and good health. - 


May you always be as busy as you would 
like to be, doing only those things you thor- 
oughly enjoy. 
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An Action Program for Michigan 


On December 9, 1959, a group of busi- 
‘ nessmen concerned about the unfavorable 
. business climate and poor image of Michigan 

gathered in tle Lansing Civic Center and or- 
ganized the Michigan State Chamber of Com- 
merce. For the next several months the new 
directors and officers evaluated the job that 
lay ahead. The State Chamber’s real life be- 
gan on May 1, 1960, when its executive vice 
president reported for duty. 

Michigan, traditionally a strong industrial 
state, had suffered an unbelievable reversal. 
Some industry actually was leaving the state, 

many expansions of existing businesses were 

being made outside the state instead of within, 

and the influx of new industry moving into 

Michigan had dropped significantly. Unem- 

ployment had reached alarming levels and in- 
- dividual purchasing power had declined. In 
the eyes of the nation and, even in the eyes 
of many of its own citizens, Michigan was no 
longer considered a good place to do business. 

A series of financial crises had pushed the 
state government to a point where there were 
' insufficient funds to meet bills when due. 

The organizers of the State Chamber of 
- Commerce were convinced that what was good 
_ about Michigan outweighed what was bad. 
Operating under the conviction that the good 
could be made better and that much of the 
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bad could be eliminated, the State Chamber 
outlined an action program to: 

1. Improve the competitive position of 
Michigan, 

2. To revitalize the spirit of enterprise that 
made Michigan a leading industrial power, 
and 

3. Stimulate aggressive promotion to sell 
Michigan to itself and the rest of the nation. 


Plan of Attack 


This positive action program is to be imple- 
mented by an eight-point plan of attack: 

First, strong local chambers of commerce 
in Michigan can do much to activate a State 
Chamber program. Therefore, of major con- 
cern to the State Chamber is making avail- 
able to local chambers organization services, 
such as analysis of community problems, study 
of changing conditions, development of pro- 
grams to meet local needs, and development of 
a cooperative, teamwork approach to state 
issues. 

Second, a program is necessary to secure 
more jobs for more people. Studies confirmed 
that Michigan must provide upward to 100,- 
000 new jobs in each of the next ten years to 
meet the demands of Michigan’s mushrooming 
labor market. The State Chamber realized that 
this goal requires the investment of a billion 
dollars a year for the next ten years. To do 
this the Michigan business climate must be 
so attractive to industries that they want to 
develop new plants within the state. 

The Michigan State Chamber of Commerce 
is designing its program and tooling its organi- 
zational machinery to spearhead this acceler- 
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ated drive for payrolls. The immediate plan is 
to: 

A. Conduct a complete, objective, factual 
appraisal of the basic factors that determine 
the business climate of the state, 

B. Stimulate and assist local Chambers to 
conduct local business climate appraisals, 

C. Capitalize on the strengths and develop 
action programs to overcome weaknesses, 

D. Establish a Business Development Pro- 
gram to guide specialized task force units in 
the fields of industrial sites, zoning, business 
climate appraisal, prospect screening, labor 
relations, construction, financing, industrial 
utility services and promotion, 

E. Work with the industrial development 
specialists of the state, utilities, banks and 
private and public industrial corporations for 
a coordinated, unified effort in promotion, 

F. Work with present tourist promotion 
and governmental groups to increase the 
tourist advantages of the state, 

G. Work with existing agricultural groups 
to foster closer understanding between agri- 
cultural and business interests by promotion 
of economic understanding through emphasis 
on the close alliance and mutual concerns of 
agriculture and business, 

H. Cooperate with labor groups by en- 
couraging them to similarly take necessary 
corrective steps, whatever they may be, to im- 
prove the labor aspects of the economic cli-. 
mate of our state, and 

I. Conduct an intensive sales promotion 
and publicity program with selected indus- 
tries, providing facts on the advantages of 
Michigan for these selected groups and to 
overcome some of the unfavorable impressions 
that have been created over a period of time. 

Revision of Taxing and 
Spending Programs 

Third, the state taxation and spending pro- 
grams need drastic revision to create a favora- 
ble, job-creating, business climate. The State 
Chamber of Commerce is appraising and evalu- 
ating the financial needs of Michigan, recog- 
nizing that a sound fiscal policy is essential. 
The Chamber recognizes that a vigorous econ- 
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omic climate will require selected public jm. 
provements and expanded essential govern. 
mental services. 

The Chamber believes that the State Legis. | 


lature, as the board of directors of Michigan, 
must accept responsibility for the fiscal affairs 
of the state and that we, the citizens, must 


provide the Legislature with the necessary — 


authority and freedom of action so that it can | 


do its job. Therefore, on July 7, the Chamber 
Board of Directors endorsed proposed Con- 


stitutional Amendment No. 2 which, if ap. | 


proved by the voters this November, would 


give the Legislature authority to increase at its » 


discretion the sales tax by as much as one cent, 
Continued studies will be made which could 


lead to recommendations for long-range re 


visions of the present revenue and expenditure 
programs of the state. The positive proposals 
to meet state financial requirements will have 
as their objectives a tax system that is fair and 
equitable for both employers and employees 
and provides adequately for those govern- 
mental services which are so necessary to 
stimulate a vigorous economy. 


Facts on Legislative Issues 


Fourth, Michigan business must have a 
highly coordinated informational and educa- 
tional service on legislative issues. The State 
Chamber will study, evaluate, compile infor- 
mation and recommend state legislative pro- 
posals in the fields of unemployment compen- 
sation, workmen’s compensation, social secur- 
ity, labor relations and other vital issues that 
have a direct bearing on the ability of private 
employers to provide jobs for a rapidly growing 
labor force. 

Factual information will be compiled, ana- 
lyzed and distributed on key legislative issues. 
Analysis of pertinent issues will be made avail- 
able to all local Chambers and an active pro- 
gram instituted to inform the public of the 
value and advantages, as well as the weak- 
nesses and disadvantages of these issues. 


Promoting Economic Understanding 


Fifth, the State Chamber will provide an ex- | 


tensive program to promote greater economic 
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understanding. Surveys of all economic levels 
of society reveal that misconceptions, misun- 
derstandings, and lack of knowledge of what 
makes our competitive enterprise system work 
is one of the major problems in the nation. 
There are many people in Michigan today 
who are unaware that the basis of our free en- 
terprise is the voluntary accumulation of sav- 
ings and the investment of those savings by 
individuals and financial institutions and that 
the traditional strengths of our free economy 
continue to be initiative, investment, pro- 


ductivity, and efficiency. 


The Chamber’s economic education pro- 
gram is being developed through assistance 
to local Chambers and other business groups. 
The Chamber will also attempt to stimulate 
economic discussion groups, employer-em- 
ployee clinics, employee communications, 
business-education exchanges, business-clergy 
conferences, economic education in schools 
and compilation and distribution of facts to 
be used in company, trade and employee pub- 
lications. 


Research as a Basis for Action 


Sixth, the State Chamber will promote ac- 
tion and information programs based on re- 
search studies. Michigan is fortunate in hav- 
ing superior research facilities and services 
through such organizations as the Citizens Re- 
search Council, The University of Michigan, 
Michigan State University, Wayne State Uni- 
versity, and various other groups and founda- 
tions. Research findings will be utilized by the 
State Chamber in developing action pro- 
grams designed to correct weaknesses in our 
economy revealed by such findings. 

When the State Chamber believes additional 
facts or studies are needed, various qualified 
groups will be asked to cooperate in such 
studies. The State Chamber will have a re- 
search specialist to compile, interpret, analyze 
and develop facts needed for its committee 
and promotion efforts on public issues, legisla- 
tive issues, and business and economic trends. 
Findings will be distributed to promotion 


groups, local chambers and the mass media for 
dissemination to the public. 


Stimulating Citizenship Responsibility 

Seventh, the State Chamber considers it an 
obligation to stimulate citizenship responsi- 
bility. The laws that control business opera- 
tions and lives of individuals are made by 
elected representatives. The election system 
involves practical politics. 

Responsible citizenship requires active par- 
ticipation in Practical Politics by all levels of 
society. The State Chamber will encourage a 
more active part in government activities by 
businessmen and employees alike through 
promotion of action courses in Practical Poli- 
tics and sponsorship of Practical Politics 
Workshops, through encouragement of actual 
participation in political activities in the 
party of personal choice, and through publica- 
tion of a Michigan Practical Politics Manual 
that will outline party organizations, struc- 
tures, procedures and practices and will show 
how the general teachings of the action 
courses can be applied directly to the Michi- 
gan situation. 

The State Chamber’s approach will be di- 
partisan and will be for the purpose of de- 
veloping a high standard of political sophisti- 
cation and effectiveness by businessmen in 
Michigan. A program will be developed to 
recognize the service of outstanding public 
officials. 


An Information Magazine 


Eighth, the need for a published voice of 
Michigan business is being met by the publica- 
tion of The Michigan Challenge, a quality 
monthly publication that explains, illustrates, 
and interprets the programs, policies, activi- 
ties, and motives of the State Chamber. Its 
articles analyze issues that affect the economy, 
and dramatizes and publicizes the favorable 
features of Michigan. In addition, each month 
it emphasizes special developments that create 
a favorable image of the state and show the 
versatility and diversity of the state’s re- 
sources. 
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The immediate action program of the The creation of a new job opportunity qj. — « Fa 
Michigan State Chamber of Commerce will mate is a humanitarian objective. It is good 
be increased as rapidly as financial resources for business and labor. It is good for Michi. 
permit. It is a dynamic rather than a static gan. The Michigan State Chamber of Com. | 
program. It will help re-establish a good job merce and its action programs will give q T 


opportunity climate in Michigan, one that is voice to sound business policies. | 
good for all citizens, one that retains existing The Michigan State Chamber of Com ™ 
jobs and creates new jobs, and one that at- merce can and will be a force for good in and 
tracts the investment of risk capital from for Michigan. 


all sources. 
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A GOOD BOOK ON CAPITAL BUDGETING C 

The Capital Budgeting Decision, by Harold Bierman, Jr., and Seymour Smidt. New stor 

: York, The Macmillan Company, 1960. 246 pages. $6.00. AL 

This little book is eminently successful in making good the intention expressed in 
its preface, “to present for an audience, which may be completely unfamiliar with the | 08 
technical literature on economic theory or capital budgeting, a clear conception of the 
how to evaluate investment proposals.” ail 

For some years we have had a growing literature on this subject which has been Mo 
technically very excellent (often controversial), by authors who have been writing for ; 
a small group of experts, scholars, and each other, but who have lost the great mass tne 
of would-be readers by the middle of the second chapter. The present book is not actually Cou 
easy reading for the small businessman but it does reach much farther down the scale veri 
than its predecessors in the field. Business analysts, accountants and, yes, even a great 
many controllers, will find this book very adequate to their needs and in some cases an inst 
ideal approach to more technical writings which are listed in a fairly short but well- mez 
chosen bibliography in the appendix. 7 

The most unique portion of the book lies in the first few chapters in which the 
authors present a simple but thoroughly scholarly comparison of the various measures frot 
of evaluating the economic worth of “investments” which have been advocated from 147 
time to time. They frankly espouse the “present value” method and demonstrate why it con 
is superior to the “cash payback,” “return on investment,” and “yield” methods. The 
rest of the book is a step-by-step development of the “present value” method as applied eve 
under the typical ramifications of business. While it is necessary in a few instances for act 
them to introduce mathematical formulas, they adhere conscientiously to their purpose nat 
of keeping the demonstration within the ability of the non-technical audience. 

A theoretic objection could be made to the book’s insistence on the “cost of capital” ae 
as the basic measure used in the judgment of alternative investment possibilities as ee 
failing to recognize the essential variations in risks. However, read as a whole, especially oie 
with careful attention to Chapter Nine, “Uncertainty and the Investment Decision,” the 2 
net impact will still be largely wholesome to the management decision process. nér 

One might also have wished for a chapter on the importance of price level changes de 
to the capital budgeting problem, but that would certainly have complicated the book lish 
for the average readers. pap 

One of the really fine bonuses in this book is the clear, simple, and thoroughly readable 4 
style in which it is written. Every word and sentence fits and performs its task in further- | = 
ing the development of the theme. Bierman and Smidt have performed a real service in Chi 
bringing this subject down to a large audience. me! 

Appraisal: If your conscience bothers you, because you have previously been afraid ~ 
to tackle this important subject, this book is for you. vad 

Leo A. Schmidt pan 
inte 
hel 


cli. | « Further analyses of an important 
management function 


r The Meaning of Control 


Captain E. S. L. Goodwin must have en- 
joyed his “brief excursion” down the Semantic 
: Gulf in the January 1960 issue of this Re- 

view.’ 

On the face of it he had such a very good 
story to tell. Here was an Englishman, Mr. J. 
4. Coubrough, and an obscure international 
organization—The International Institute for 
the Scientific Organization of Work at Geneva 
—venturing to translate the classic work of 
Monsieur Henri Fayol, Administration Indus- 
trielle et Générale? into English. But, Mr. 
Coubrough ‘“‘mistranslated” a key word, the 
verb controler. He gave it its French meaning 
instead of realizing that its “dominant English 

meaning”' was quite different. 

To be sure the English word control derived 

from the French controler. But that was in 


1475, Then, it did mean to check or verify, to 
compare or counter-check. Since then, how- - 


ever, it has acquired in English a sense of 
action and means “‘to restrain, prevent, domi- 
nate, direct.” In this latter sense it is “practi- 


1E. §. L. Goodwin—‘Control: A Brief Excursion 
on the Meaning of a Word,” Michigan Business Re- 
view, Vol. XII, No. 1, January 1960, pp. 13-17 & 28. 
? Henri Fayol—Administration Industrielle et Gé- 


nérale, published originally as a paper in the Bulletin . 


de la Société de l’Industrie Minérale, 1916. Repub- 
lished in book form, Paris, Dunod Fréres, 1925. 


About the Author— 


A noted management expert, Lyndall Urwick is 
Chairman of Urwick, Orr and Partners Ltd., manage- 
ment consultants, London, England. His extensive 
experience has included military service in both world 
wars, governmental service, business executive work, 
and consulting activity. Colonel Urwick has writ- 
ten many books and articles, has received both the 
international medals for management work and has 
held distinguished appointments in Canadian and 
American universities. 
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Lyndall F. Urwick 


cally synonymous with direction or even with 
the all-inclusive ‘management’ itself.’ This 
addition to the meaning of the term was “uni- 
laterally English.” 

Mr. Coubrough, by leaping back across five 
centuries and thus suddenly reintroducing 
into English the primitive French meaning of 
a perfectly good English word, sowed confu- 
sion among the ranks of American theorists of 
management. Of course, all this doesn’t matter 
very much. “Dictionaries don’t govern lan- 
guage—language governs dictionaries. Con- 
trol means to English-speaking people what 
it has come to mean to them, regardless of 
what the French originally meant by it or now 
mean by it. We thank them for the word, of 
course; but they can’t dictate what we shall 
do with it now that we have it.’’’ Up the Eng- 
lish-Speaking Union! 

But naughty, careless Mr. Coubrough! His 
“little sin’ has “misguided a large segment 
of a generation of English-speaking manage- 
ment theorists.”* He would have served us 
better by translating controéler as “measure,” 
or “compare,” or “check up,” or “verify” or 
“inspect.”’ The ideal solution would have been 
“surveillance.” Unfortunately, there is no Eng- 
lish verb “‘to surveil,’ though “this need not 
be a decisive deterrent.’ 


The Institute and the Translation 


It would be captious to throw doubt on such 
a good story for the sake of mere accuracy. 

The writer, however, has a certain obliga- . 
tion to his old friend Mr. J. A. Coubrough to 
get the record straight before Captain Good- 
win’s “story” becomes part of American man- 
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agement mythology. He was Director of the 
international institute which invited Mr. 
Coubrough to translate Fayol’s book ‘ato Eng- 
lish. Perhaps, therefore, the following state- 
ments of fact are not out of place: 

1. There never was an “International Insti- 
tute for the Scientific Organization of Work” 
at Geneva. There was an International Man- 
agement Institute. This Institute was founded 
on American initiative and largely with Amer- 
ican money—a kind of forerunner of Mar- 
shall Aid. Its official title was therefore Eng- 
lish and was as stated. When in the beginning 
of the century Henri le Chatelier wished to in- 
troduce Frederick Winslow Taylor’s work to 
French, he could find no satisfactory equival- 
ent in the French language for the English 
word management. He therefore developed 
the somewhat awkward paraphrase “/’organi- 
zation scientifique du travail’ as the French 
translation of “scientific management.” Since 
by 1927 this paraphrase had become common 
usage in the French-speaking countries it was 
adopted in translating the official title of the 
Institute into French. Captain Goodwin has 
transliterated this French translation as the 
English title of the Institute. 

2. The writer was appointed Director of the 
Institute in November, 1928. The Institute 
was charged with the mission of popularizing 
knowledge about management internationally. 
Fayol’s classic was virtually unknown in the 
English-speaking countries. He discussed the 
point with Mr. J. A. Coubrough who shared 
his enthusiasm for Fayol’s work. Mr. 
Coubrough undertook to make an English 
translation of Administration Industrielle et 
Générale without charge if the Institute would 
publish it. A thousand copies were litho- 
graphed in 1929. Unfortunately, this initiative 
failed to break through American indifference 
to, and ignorance of, Fayol. Four years later 
300 of the 1,000 copies of the only English 
translation of Fayol’s book were still unsold. 
It was not till 20 years later when, in 1949, Sir 
Isaac Pitman and Sons, Ltd., printed a new 
translation of Fayol’s book by Miss Constance 
Storrs,* that he began to be better known in 


the United States. On the score of volume 
alone it is misleading to charge My 
Coubrough, whose translation sold only 1,009 | 
copies in 20 years, with having “misguided a | 
large segment of English-speaking manage. 
ment theorists.” Currently in any one year | 
there are some 300,000 students of manage. 
ment in American universities. 

3. When, in 1929, Mr. Coubrough was en. | 
gaged in his translation, he discussed with the | 
writer on a number of occasions the very prob- 
lem which Captain Goodwin’s article attacks, 
namely the dual usage of the word control and 
the confusion to which it leads. This con. 
fusion had invaded American management 
literature about eight to ten years before Mr. 
Coubrough started his translation of Fayol, 
The trouble began with the phrases “Finan- 
cial” and “Budgetary Control” and with the 
title ““Controller.’”* 


Semantics and Struggles 


4. It was not, initially, a semantic problem, 
a matter of theorists disputing about the 
meaning of terms. It was far more red-blooded 
than that. It was a real fight between people, 
a struggle for power and authority, such as 
usually occurs when a new technique calling 
for specialized knowledge and help is intro- 
duced into business. The real issue was not, 
what does Budgetary Control mean? It was, 
here is a new and powerful weapon for exer- 
cising authority in business; who is going to 
exercise that authority? It was not, here is a 
person called ‘‘a Controller” who is going to 
supply figures, new kinds of figures, which we 
all need, how do we fit in with him? It was, 


3 Henri Fayol, General and Industrial Management, 
translated from the French by Constance Storrs, 
London, Sir Isaac Pitman & Sons, Ltd., 1949. It will 
be noted that in this translation the French word 
administration in Fayol’s title has been rendered into 
English as management. In the sense in which Fayol 
used the French term administration this is accurate. 

4Cf. “Since 1921 there has been much discussion 
of budgetary control by business executives and many 
articles on budgetary control have appeared.” James 
O. McKinsey and James L. Palmer, “Budgetary Con- 
trol” in Management’s Handbook, New York, The 
Ronald Press, 1927, p. 1269. The title Controller ap- 
pears to be of considerably longer standing in Ameri- 
can business. 
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here is a new kind of power, in what ways is 
it going to interfere with us and make our 
lives more burdensome than they are already? 
Am I going to be left any authority over my 
own department? 

Because the questions were formulated in 


- that way, the struggle got mixed up with 


another more general dog-fight that had been 


- ging on in American business ever since 
| Frederick Winslow Taylor pointed out that 


managers needed more specialized help than 
they were getting, the struggle between “staff” 


‘and “line.” Captain Goodwin himself quotes 


“cost control is exclusively the job of the line.” 
Staff is a term about which American busi- 
ness has never yet succeeded in thinking very 
clearly or accurately.” As for line, the historic 
American prejudice against anyone exercising 
authority over anyone else® makes it almost 
impossible for the idea of line to be even 


stated. 
5. Of course, the semantic difficulty did not 


_ help. For instance, if the word control was to 
‘ be used in its vernacular meaning, then “a 


Controller” was a person intended to “re- 
strain, direct, dominate, regulate, curb, sub- 
ject to”’ his authority the actions of his col- 
leagues. Inevitably his colleagues said “oh, 
yeah” and took measures. Blood was spilt. 
Equally, of course, this couldn’t go on. Sensi- 
ble people in the United States made compro- 
mises and adjustments. And, if in the course of 


5a. Vide Lyndall F. Urwick & Ernest Dale, Profita- 
bly Using the General Staff Position in Business, New 
York, American Management Association, General 
Management Series 165, pp. 6-13. 

b. L. Urwick, “Organization as a Technical Prob- 
lem” in Papers in the Science of Administration, ed. 
Luther Gulick & L. Urwick, New York, Columbia 
University Press, 1937 cites some 15 definitions of the 
term staff, pp. 57-59. 

c.A book by the authors of a. Staff in Organiza- 
tion about to be published by the McGraw-Hill Book 
Co. further discusses this term. 

S“Authority was coercive, 
morally wrong.” (p. 17) And “People or institutions 


arbitrary, despotic, 


> who ‘push other people around,’ are bad, repugnant 


to decent feelings, thoroughly reprehensible. Authority 
over others is looked on as a sin.” (p. 21) Geoffrey 
o_ The Americans, London, The Cresset Press, 
8. 
™ Merriam-Webster, Second Edition, third definition 
of Control, quoted by Goodwin as “the dominant 
English meaning,” of. cit. p. 16. 
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these compromises it came to a choice about 
being illogical about words or suicidal about 
deeds, the deeds had it. The words had to be 
made to fit in with the facts, not vice versa. 
One early list of the functions of an indus- 
trial undertaking and the officials exercising 
those functions contained the entries: 


Function Executive 
Control General Manager 
Comparison Controller® 


The Duty of the Translator 


6. These struggles were not unknown to 
Mr. Coubrough and the writer. When it came 
to a choice as to whether the word contréler 
should be translated by the English “control” 
or by some other word, two considerations 
were uppermost in their minds: 

a. That it is the first duty of a translator to 
be faithful to his text, to reproduce exactly as 
is possible in another language the meaning in 
which the original author is using a term. It 
seemed to them that there was no question as 
to Fayol’s meaning in using the verb contréler. 
As Captain Goodwin observes, he was analyz- 
ing the elements or functions of managing. 
One of those elements was “control.” It 
would be “spawning an anomaly” (and the 
writer’s gratitude for that phrase goes out to 
Captain Goodwin) to insist that the term 
used for one element must include another, 
viz., direction or, indeed, elements of all the 
other three. That meaning corresponded 
exactly with one of the meanings in which the 
English word control is commonly used, in- 
deed its original meaning, and the meaning 
that appears first in the definitions given in 
the standard English dictionaries. In these 
circumstances, to translate contrdler by any 
other word except its English counterpart 
control would be artificial and misleading. 

b. That they should avoid doing anything 
to reopen the arguments which had reached 
practical adjustment in the U.S.A. And that 
the idea of control and of its function in busi- 
ness organization, arrived at as the result of 


8P. F. Walker, Management Engineering quoted 
Management’s Handbook, p. 1246. 
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those practical adjustments, corresponded very 
closely with Fayol’s use of controler. The fol- 
lowing parallel passages illustrate this point: 


“Do not mistake the object of this specification of 
knowledge necessary on the part of the comptroller 
and his staff as meaning anything beyond the per- 
mitting of intelligent compilation and interpretation 
of figures. Under no circumstances whatever should 
the comptroller or any member of his staff presume 
to tell other department heads what they should do, 
as this would be fatal. Not only would it irritate the 
department heads, but it would also usurp the pre- 
rogatives of the chief executive. In fact, interpreta- 
tion is even a long way from advice.” 

(J. P. Jordan, “The Comptroller” in Handbook of 
Business Administration, p. 419)® 

“A further danger to avoid is infiltration of con- 
trol into management and departmental running. This 
encroachment makes for duality of management in 
its most formidable aspect: on one side there is ir- 
responsible control, but capable at times of doing 
widespread harm; on the other is the operating de- 
partment, bereft of all but weak means of defence 
against hostile control. The tendency to encroach on 
the part of control is fairly common in large-scale 
affairs especially and may have most serious con- 
sequences.” 

(Henri Fayol, General and Industrial Manage- 
ment, Constance Storr’s translation, p. 109)!° 


In other words, Fayol’s concept of control 
was in line with the best management think- 
ing in the U.S.A. at the time when the trans- 
lation was made. 

7. It will be noted that in the passage just 
quoted Mr. J. P. Jordan tried to get round 
the difficulty of the vernacular use of control 
by adopting the spelling “Comptrolier.” Mr. 
Coubrough and the writer also considered this 
possibility. They came to the conclusion that 
its flavour of archaism coupled with the 
American taste for phonetic and simplified 
spelling would speedily defeat any such at- 
tempt. This has happened. The forms Con- 
trol and Controller are now universal in Amer- 
ican writing about management. . 


Words and Realities 


Captain Goodwin may very well reply that 
all this happened over thirty years ago and 
that he is writing about the present. 


9 Handbook of Business Administration, New York, 
American Management Association and McGraw-Hill 
Book Co., 1931. While the Handbook of Business 
Administration was not published till 1931, i.e., after 
the translation of Fayol, it was put together from 
papers previously delivered to the American Man- 
agement Association. 

10 y, Note 3. 
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But his argument does not differ in prin. py the 
ciple from those which were considered py to dev 
the first translator of Fayol and the write worki 
in 1929. The existence of a vernacular meap. | pal di 
ing of the word “control” in English and of ness ¥ 
technical or management meaning, does create | The 
difficulties. These difficulties have been en. coup! 
hanced in recent years by the very rapid in. mean 
crease of academic writing about manage. expre 
ment in the United States. Two of the occy. | shoul 
pational diseases of the academic calling are _ jp its 
writing about words instead of about the realj- that | 
ties to which the words refer and a preference wiser 
for abstract terms rather than their concrete — terna 
equivalents. The only remedy is the constant 
checking of theory by reference to practice, or 
“clinical experience,” as it is described jn Tt 
medicine. It is a remedy to which many 
theorists of management, understandably per. | rns 
haps, find themselves allergic. 

Consequently, much American writing a 
about management at the present moment suf- Fay 
fers from what may be described as “seman- of tl 
tic immaturity” or, alternatively, as “verbal forn 
anteritis.”” The confusion which is occasioned odo 
by this complaint is due far more to a lack of tre 
inteliectual discipline in the writers themselves | And 
than to defects in the tools which they use, peri 
namely words. In some of the worst cases the ois 
reader is tempted to entertain the unworthy Fay 
suspicion that the author in question is wear- hee 


ing a cloak of verbiage under the mistaken im- | 
pression that it is a doctoral gown. 

All this must be very annoying and con- 
fusing to Captain Goodwin. His background 
is that of a disciplined service in which, for 
instance, the difference between command, | 
navigating, and steering, and the status and 
relations of those performing these functions 
are not only clearly prescribed by regulation, | 
but have the usage of a long history to rein- 
force understanding by individuals. In busi- | 
ness management such a position is still in the | 
making. The whole subject is little more than 
half a century old. It is confounded by the 
multiplicity of characteristics, practices, and 


sizes of business undertakings in the free en- | 


terprise economies. It is further complicated 


ichiqan Business 


prin. 
by 


Titer 
ean: | 


of a 


eate 
! couple of centuries” will be long enough. In the 


by the tolerance extended by the democracies 
to deviations from logic traceable to the overt 
workings of human ambitions and to the ver- 
hal disguises which they assume where frank- 
ness would not pay the individual. 

The writer himself is doubtful if “to wait a 


meanwhile, Captain Goodwin is entitled to 


express his opinion that the word control 


should be used in its vernacular rather than 
in its technical or management meaning, and 
that the translator would therefore have been 


’ wiser to render Fayol’s contréler by some al- 


ternative English word. 


Alternative Words 


The “ideal” alternative which he suggests, 
namely surveillance, is, however, open to ob- 
jections. The fact that there is no companion 
English verb “‘to surveil” was a “decisive de- 
terrent” from the standpoint of translating 
Fayol accurately. Fayol expressed his analysis 
of the functions of administration in verbal 
form, viz., prévoir, organiser, commander, co- 
ordonner, controler. There is a companion 
French verb to surveillance, namely surveiller. 


' And its meaning is “‘to supervise, Oversee, su- 


perintend (work, workers); to tend (ma- 
chine).”"? This is emphatically mot what 
Fayol meant by controler. If surveiller had 
been what he meant, he would have said so. 


More emphatically, Captain Goodwin is 
not entitled to hold Mr. Coubrough to account 
for the confusion over the word control char- 
acteristic of American management theory and 
writing. The confusion due to the alternative 
uses of control was already well established in 
the American literature of the subject before 
Mr. Coubrough began to translate Fayol. His 
decision to follow Fayol precisely in using the 
word in its technical meaning was largely dic- 
tated by awareness of that confusion and 
anxiety not to add to it by a rendering run- 
ning counter to what appeared to be the pre- 
vailing tendency in American management 
thought at that time. 

Yet a third consideration was economy. Con- 
trol as a synonym for “direction” or “man- 
agement,” i.e., in its vernacular meaning, was 
redundant and _ virtually useless—merely, 
another good word gone wrong. Control in the 
‘management’ or technical sense used by 
Fayol was a useful term of art: it had mean- 
ing. In the writer’s opinion, it still is. It 
should remain, with that technical meaning, 
in the management vocabulary. Those who 
find themselves confused by its double con- 
notation should strive for a greater measure 
of semantic accuracy and discipline. 


11 Harrap’s Standard French and English Diction- 
ary, ed. J. E. Mansion, London, George G. Harrap 
& Co., Ltd., 1934, Pt. L., p. 817. 


HOW IMPORTANT ARE BRAINS? 


Ever know this kind of a person? 


Sad part is this guy is brilliant. He has brains to spare—ideas to burn, energy to 
use—but has no direction. It’s a matter of judgment because he doesn’t know what’s 


important. He has no sense of priority. 


And so this man won’t last long because he’s not producing enough in any one 


channel to pay his way. 


But this case is not so unusual. After working with almot 1500 personnel appraisals 
for industry I’m convinced that judgment and direction are tops in essential leadership 
qualifications—even more than brains in many jobs. 

—Dr. Hilton D. Shepherd, Fort Worth, Texas, in 
his publication, Jots and Jolts, August, 1960. 
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© Comments on Colonel Urwick’s article 


A Further Sally on “Control” 


When I set forth on my brief excursion a 
year or so ago,’ I had a presentiment that I 
was venturing into tiger country. And, sure 
enough, almost immediately there stalked out 
of the underbrush not just some lesser cat, but 
Shere Khan himself, burning bright, whiskers 
bristling.” 

The significant substance of Colonel 
Urwick’s article may be summed up as fol- 
lows: 

a. The Colonel concurs in and supports my 
thesis that the word “control” has been sub- 
jected to much confused usage in the litera- 
ture of management. He incidentally adds in 
his usual salty style some colorful historical 
material that puts flesh on the semantic skele- 
ton—rather torn and bloody flesh by his 
account. 

b. The Colonel does not agree with my diag- 
nosis of the causes of this confusion. I had 
suggested that the confusion originated with 
the 1929 English translation of M. Fayol;* the 
Colonel says that it was evident earlier. 

c. The Colonel agrees that the confusion 
should be remedied, but rejects my remedy, 


1E. S. L. Goodwin, “Control—A Brief Exursion on 
the Meaning of a Word,” Michigan Business Review, 
January 1960. 

2Lyndall F. Urwick, “The Meaning of Control,” 
Michigan Business Review, November, 1960. 

3 The English translation by J. A. Coubrough (ap- 
parently in some degree of consultation with Colonel 
Urwick) of Henri Fayol, Administration Industrielle 
et Générale, published in 1000 litographed copies by 
the International Management Institute, Geneva, 
1929. 


About the Author— 


E. S. L. Goodwin, Captain, U.S. Navy (retired), 
is a graduate student in this school. As a Lecturer in 
Industrial Management, he teaches a course in Princi- 
ples of Organization. 
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FE. S. L. Goodwin 
| 


the substitution of another English word (a 
made one if necessary) for M. Fayol’s “cop. 
troler.” He prefers that we retain “control,” — 
but “strive for a greater measure of semantic 
accuracy and discipline in its use.” 

d. The Colonel implies, and clearly believes, 
that what should now perhaps be called the 
Coubrough-Urwick translation of Fayol was 
made in the light of a full and correct appre- 
ciation, on the part of the translators, of M. 
Fayol’s intended meaning in his use of “con- 
troler.”’ 

On item a, I can, of course, express only 
gratification. The other three items of Colonel 
Urwick’s substance, however, cannot be dealt 
with quite so briefly. 


The Causes of Confusion 


On item b, I accept at once that there was 
pre-1929 confusion in the management usages 
of “control’’—there is bound to be such when 
a word has two different but related meanings, | 
But this pre-1929 confusion was not in the 
context of the Fayolian catalogue (forcast, 
plan, organize, command (or direct), coordi- 
nate, control); it could not have existed in 
that context until that context entered the 
English language, and the Fayolian context 
didn’t enter the English language until 1929. 
It will be recalled that my article states that | 
my quarrel is not with those who use “con- 
trol” in the anglicized sense without refer- — 
ence to the Fayolian context, but rather with | 
those who drag that sense into the Fayolian 
context, to the obfuscation of the latter.* 

Nevertheless, faced with a confusion exist- 
ing before 1929, and the same, although ex- 


4 Op. cit. (Footnote 1). Second footnote 4, p. 17. 
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tended, confusion continuing after 1929, I 
am perhaps on infirm ground if I insist that 
1929’s intervenient “caused” the latter. Let 
me, then, fall back and regroup. 

With grateful obeisance to the invaluable 


—=  Coubrough-Urwick translation as a whole, and 


win 
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antic 
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in full appreciation of its unique indispensabil- 
ity in the English literature of management, I 
submit that, in its treatment of Fayol’s ‘“‘con- 
troler,’” it has operated as follows: 

1. If it has not intensified the pre-1929 con- 
fusion about “control,” it has at least done 


’ nothing to dissipate that confusion—some- 


thing which, by the nature of Fayol’s analysis, 
it might, with other treatment, easily and 
profitably have done. 

2. It and some of its derivatives (as shall 
presently emerge) have actually extended that 
confusion into the Fayolian context, despite 


M. «the invulnerability of Fayol, in the original 


nly 


ne] 
palt 


vas 


French form, to such confusion. 

In other words, the 1929 translation has, 
both of itself and through its derivatives, had 
the effect of crystallizing and extending an al- 
ready existing confusion in the usages of ‘‘con- 
trol” in management speech and literature. 

The development of this argument follows 
in the discussion of item d of the Colonel’s 
substance; but let us first dispose of item c, 


gS. ~——s the possible reduction or elimination of the 
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confusion which we all agree exists. 


The Cure 


My suggestion was that we substitute “to 
surveil” for “to control” in the Fayolian con- 
text; a suggestion which Colonel Urwick 
views with something short of manic enthusi- 
asm. Why did I suggest a change of word—be- 
cause I believe, as the Colonel says I do, that 
“the word control should be used in its verna- 
cular rather than in its technical or manage- 
ment meaning”? No. I suggested the change 
not because this should be the case but because 


_ it is the case. This is precisely the core of the 


whole matter—the stubbornness of established 
verbal usages in societies. My solution in these 
premises is to cast out the contaminated word 
as hopeless, and substitute a clean one, if such 
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there be; the Colonel’s is to retain the word 
and work toward getting people to use it right. 
The opposing philosophies of these alterna- 
tive approaches are fundamental in a huge 
variety of human problems of far greater mo- 
ment than this one. Let others judge between 
them if they can. 

I have mentioned the stubbornness of estab- 
lished verbal usages in societies, the implica- 
tion in the case now before us being that 
people will persist in trying to fit “control” in 
what the Colonel calls the “vernacular’’ sense 
into the Fayolian context. But who are the 
people who persist in this wickedness? Are 
they Americans only, as the Colonel seems to 
be suggesting? 


Colonel Urwick’s “Control” 


It is quite clear from the Colonel’s article 
that he believes that he agrees with M. Fayol’s 
meaning of “contr6ler.’”’ But nowhere does the 
Colonel explicitly state Ais interpretation of 
what the word means, so we have only his 
belief that agreement exists. Does it? What 
does the Colonel think when he says “‘con- 
trol”? We can, I believe, assume that, when 
he mentions the “vernacular meaning,” he in- 
tends what we can define and henceforth refer 
to as the “dominate” meaning;* and that, 
when he speaks of the “technical or manage- 
ment”’ sense, he is leaning toward what we can 
call the “measure” meaning.° 

I say “leaning toward” advisedly because, 
despite the implications that we can read 
into the Colonel’s last article, there is a sen- 
tence in the 1929 Coubrough-Urwick trans- 


5 For clarity and brevity in the remainder of this 
article let us set up “the ‘dominate’ meaning” as in- 
cluding dominate, rule, direct, govern, command, 
guide, regulate, restrain, curb, subdue, adjust, rectify, 
have well in hand, have under one’s thumb, have 
authority over, be successful in managing—and noth- 
ing more. Let us similarly set up “the ‘measure’ mean- 
ing” as including measure, compare, watch, observe, 
gather information about, check up on, keep track of, 
verify, inspect, evaluate, interpret, judge, weigh—and 
nothing more. Thus defined, the two meanings are 
seen to be mutually exclusive. Furthermore, M. 
Fayol’s meaning of “contréler” (the pre-1928- 
Larousse meaning) is completely included in the 
“measure” meaning and is completely excluded from 
the “dominate” one. (Documentation of this appears 
in my January 1960 article and is not repeated here.) 
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lation which gives us pause. M. Fayol in his 
original says: “Dans une entreprise, le con- 
trole consiste a vérifier si tout se passe con- 
formément au programme adopté, aux ordres 
donnés et aux principes admis.’® Coubrough- 
Urwick render this: “The control of an un- 
dertaking consists of SEEING THAT’ every- 
thing is being carried out in accordance with 
the plan which has been adopted, the orders 
which have been given, and the principles 
which have been laid down.” This is mis-trans- 
lation—for “consiste a vérifier si” means 
“consists of seeing WHETHER.” The use 
here of the English idiom ‘to see that” is in- 
consistent with the “measure” meaning of 
control, which is the Fayolian French mean- 
ing, and is consistent only with the “dominate” 
meaning, which is mot Fayolian French.” Al- 
though we are focusing here on just one word 
in one phrase on one page in one book, we have 
in it a significant suggestion of what the trans- 
lators were thinking when they came to “con- 
troler,’ and the Urwickian understanding of 
the word is placed under tentative suspicion.® 

But we must be sure. Let us look into a 


® Henri Fayol, Administration Industrielle et Gé- 
nérale, Dunod Fréres, Paris. 

7 Emphasis supplied. There is a vast difference be- 
tween “to see that” and “to see whether.” “See that 
the baby does not fall among the sharks” and ‘See 
whether the baby has fallen among the sharks”’ will 
serve nicely to illustrate that difference. 

5 This point is covered in the January 1960 article 
but is not commented on by Colonel Urwick. 

® This suspicion is strengthened by the Colonel’s 
statement, “. . . to translate contrdler by any other 
word except its English counterpart control would 
be artificial and misleading.” That “counterpart” 
points to a basic misconception. Js “control” the 
“counterpart” of “contréler’? Do common origin 
and superficial resemblance make “counterparts” in 
the face of divergent evolutions? Those identical 
twins, Heath’s and Harrap’s (Heath’s Standard 
French and English Dictionary, Second Edition, D. 
C. Heath Co., Boston, 1939; and Harrap’s Standard 
French and English Dictionary, Revised Edition, 
George E. Harrap & Co., Ltd., London, 1940; re- 
spectively the American and English issues of the same 
work, edited by J. E. Mansion), which, I understand, 
linguistic scholars generally regard as ranking at the 
top of the French-to-English sources for thorough- 
ness and accuracy, devote some thirty-odd English 
words to defining “contréler.” Among these are in- 
spect, supervise, check, check (up), audit, examine, 
and verify; but the English word “control” does not 
appear among them at all . . . which would be an 


odd way indeed to treat a “counterpart.” 
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selection of Colonel Urwick’s post-1929 writ. 
ings—four, spanning the period from 1933 
nearly to the present, should do.1°%!12,18 


1933 


The 1933 paper, “Organization as a Tech. 
nical Problem,’’'® is mainly concerned with 
relationships in the line-staff organization hay. 
ing parallel departmentation. It cites the 
Fayolian catalogue, quoting the Coubrough. 
Urwick “‘seeing that” definition of control. It 


contains the beginnings of an analysis by the | 


Colonel in which he correlates Fayol’s ele. 
ments and principles with the Mooney and 
Reiley’* analysis in terms of “Principles, 
Processes, and Effects’ (since this correla- 
tion of Fayol with Mooney and Reiley is con- 
tinued and developed in the other three works 


cited, discussion of it is deferred to the next | 


section ). 

One passage in the 1933 paper says: “Main- 
taining the metaphor of the machine, it (con- 
trol) is the gauges and records of performance, 
Just as coordination is the operating side of 
organization and depends on it, so control is 
in a sense the consequent of command, the 
constant checking up of the results of com- 
man in action.” This is perfectly good “meas- 
ure”! But then we find, in another place: “It 
(the staff principle) throws upon the staff 
much of the detail of controlling—of satisfy- 
ing the commander that instructions issued are 
in fact being carried out. This part of the work 
of a staff includes functions both of inspection 


10 Lyndall F. Urwick, “Organization as a Technical 
Problem,” presented September 7, 1933; Papers on 
the Science of Administration, Institute of Public 
Administration, Columbia University, New York, 
1937. ‘ 

11 Lyndall F. Urwick, “The Functions of Adminis- 
tration—With Special Reference to the Work of 
Henri Fayol,” lecture presented November 13, 1934; 
Papers on the Science of Administration, Institute 
of Public Administration, Columbia University, New 
York, 1937. 

12 Lyndall F. Urwick, The Elements of Adminis- 
tration, Harper and Brothers, New York and Lon- 
don, November, 1943. 

13 Lyndall F. Urwick, The Pattern of Manage- 
ment, University of Minnesota Press, 1956. 

14 James D. Mooney and Alan C. Reiley, Onward 
Industry, Harper and Brothers, New York and 
London, 1931. 
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and coordination. The staff officer must satisfy 
himself as to the facts. If instructions are not 
being executed he must take steps to iron out 
the obstacles, whether personal or material, 
which are preventing fulfillment of the com- 
mander’s intentions.” This is something more 
than the “gauges and records of perform- 
ance”; the “measure” meaning has now be- 
come adulterated by the inclusion of ele- 
ments of the “dominate” meaning, in the 
form of “coordination.” The confusion is not 
lessened by the fact that, throughout the arti- 


’ dle, the Colonel uses “under the control of” 


(in two places, “under the ‘line’ control of’’) 
to mean “under the command or authority 
of”; and this, of course, is pure “dominate.” 


1934 


In the 1934 lecture, “The Functions of Ad- 
ministration—With Special Reference to the 
Work of Henri Fayol,”'' Colonel Urwick fur- 
ther pursues the fitting of Fayol into the 
Mooney and Reiley matrix. He says: ‘“‘Follow- 
ing Mooney and Reiley, organization and co- 
ordination are treated as the processive and 
effective aspects of the same structural activ- 
ity. Command and control are similarly 
treated as the processive and effective aspects 
of the same operating activity.’’ Elsewhere: 
“Organization has the effect of securing Co- 
ordination—Command has its effect in Con- 
trol.” Still elsewhere: “Planning finds its prin- 
ciple in order, enters into process with com- 
mand and results in control.” The Colonel’s 
“control” is thus seen to be a condition, an 
outcome, a result—a state of everything’s be- 
ing well in hand, “well under control,” as af- 
ter the traditional landing by the U.S. 
Marines. This is almost pure Mary Parker 
Follett'” (except that Miss Follett’s “control” 


15 Mary Parker Follett, “The Psychology of Con- 
trol,” paper presented March 1927, and “Individual- 
ism in a Planned Society,’ paper presented April 
1932; both in Dynamic Administration—The Col- 
lected Papers of Mary Parker Follett, edited by Met- 
calf and Urwick, Harper and Brothers, New York 
and London, 1940. Also “The Process of Control,” 
lecture, 1932, in Papers on the Science of Administra- 
tion, Institute of Public Administration, Columbia 
University, New York, 1937. 
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is both a process and an effect). But Miss 
Follett takes no cognizance of Fayol—her 
“control” is clearly independent, extra- 
Fayolian. It is the Colonel who tries to put this 
purely “dominate” sense into the Fayolian 
analysis. 


1943 


Colonel Urwick’s book, The Elements of 
Administration,’* continues the synthesis of 
Fayol with Mooney and Reiley, and reiterates 
the idea of control as an effect or result of the 
command process, just as coordination is the 
effect or result of the organizing process. 

However, the book contains a chapter titled 
“Control,” the first several pages of which, 
going into what the Colonel calls the physical 
aspects of control (the informational aspects) , 
are completely in harmony with the ‘“meas- 
ure” meaning (although, precisely for that 
reason and to that extent, ot in harmony with 
the Urwickian Mooney-Reiley-Fayol synthesis 
of a few pages earlier). But then the Colonel 
shifts to the “second aspect of control, name- 
ly, its psychological side,” and from here on 
the chapter is solid Mary Parker Follett, this 
time explicitly so by citation and quotation. 
The key sentence in this part of the chapter 
is: ‘These considerations led her (Miss 
Follett) to four broad rules or principles which 
should guide the administrator in securing 
coordination, which, by definition, is control.” 
Yes, by Miss Follett’s definition—but certain- 
ly not by M. Fayol’s, and certainly not by 
Colonel Urwick’s own, as presented in the 
Mooney-Reiley-Fayol matrix, in which co- 
ordination is the effect of the process of or- 
ganization in the structural activity, while 
control is the effect of the process of direction 
(or command) in the operating activity. We 
are left considerably confused. 


1956 


In his 1956 book, The Pattern of Man- 
agement,'® (the printed version of a series 
of lectures at the University of Minnesota in 
1955) does the Colonel clear this up? I am 
afraid not. He does indicate dissatisfaction 
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with some of his own earlier work,’® but the 
basis of his dissatisfaction is obviously some 
omission from and incompleteness of the 
earlier analysis rather than any qualms on his 
part about the basic validity of it. And the 
idea that control is a condition which is the 
effect and result of command is left intact in 
the modification which he now substitutes for 
his earlier arrangement. 

In summary, the Colonel has told us, some- 
times in almost one breath, that control is 
checking up, is rectifying in the light of check 
up, is identical with coordinating, is specifi- 
cally other than and distinct from coordinat- 
ing, is a condition of being one-up on the situ- 
ation—all under the shadow of Henri Fayol. 


Words and Realities 


Colonel Urwick implies that we should be 
more concerned with the realities to which 
words refer than we are with the words them- 
selves. He is surely right. I point out, however, 
that, whether we write about realities or 
words, we write with words: we do have to use 
words, and the ones that we use have an enor- 
mous effect on our understandings of the 
corresponding realities, and thence, such being 
the nature of human society, on what we do 
with and about the realities themselves. 

It is desirable, then, that words faithfully 


16 “This reconciliation of the principles of Mooney 
and Reiley and of Fayol formed the basis of my little 
book ‘The Elements of Administration.’ It was writ- 
ten hurriedly under pressure of war-time duties . . . 
I didn’t realize at the time that I was guilty of a 
kind of intellectual three-card trick. The tables and 
diagrams in the book are not nearly so comprehensive 
or synoptic as they appear to be. I can only plead that 
I deceived myself as well as my readers. 

“The figure ‘Pattern of Principles’ is an attempt 
to correct this unscrupulous behavior on my part.” 


mirror the things for which they stand. The 
Colonel speaks of the “semantic immaturity” 


of much of the writing about management. It 


is clear from his context that he means by his 
term a condition in which the writers cop- 
cerned distort reality, either carelessly (be. 
cause of ‘‘a lack of intellectual discipline in the 
writers themselves”) or deliberately (coun- 
tenanced by “the tolerance extended by the 
democracies to deviations from logic traceable 
to the overt workings of human ambition and 
to the verbal disguises which they assume 
where frankness would not pay the individ- 
ual”). Semantic immaturity is thus a defect 
of writers and the realities of which they 
write, rather than of their tools, words. The 
opposite, semantic maturity, we gather, is a 
condition (apparently already achieved in the 
military but not yet in business) in which 
words cannot be thus used for distortion be- 
cause the realities concerned “have the usage 
of a long history to reinforce understanding 
by individuals.” 

But now we have produced stalemate; for, 
under this reasoning, semantic immaturity 
seems to be a self-perpetuating circularity— 
the impeccable symbols, in reflecting the de- 
fective realities, innocently and_ passively 
mirror the defects. Can we accept this? If we 
do, we deny the expository, the corrective, the 
educational role of words altogether. 

Surely words do not merely reflect realities; 
surely they shape them too. Colonel Urwick 
concludes, “Those who find themselves con- 
fused .. . should strive for a greater measure 
of semantic accuracy and discipline.” Amen. 
We shall do so. But we shall need the help, 
through both precept and example, of such 
leaders as Colonel Urwick. 


A LESSON 


“A man’s willingness to sacrifice depends on his faith in the integrity of the organi- 
zation to which he belongs. Neither business nor the military can ignore that.” Quoted 
from “The Lesson,” pp. 202-203, in The Ineffective Soldier—Lessons for Management 
and the Nation: The Lost Divisions, by Eli Ginzberg and Associates. Columbia Uni- 


versity Press, 1959. 
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e The nature, causes, consequences, and 
policies affecting ... 


International Business | 


and the Balance of Payments 


NTERNATIONAL business has long been 

important to many sectors of the Amer- 
ican economy, but its general role in our over- 
all welfare has received increasing notice just 
recently as a result of the balance of pay- 
ments deficit. We have grown a little more 
alert to the fact that our foreign business 
affects our general well-being not only through 
its direct impact on the domestic economy— 
that is, on employment, increased income and 
tax revenue, and the general availability of 
goods. But it also plays a very significant part 
in maintaining our freedom to pursue many 
vital domestic and foreign policy goals. 

Since the last war, for example, we have 
been able to use our strong international fi- 
nancial position to restore economic health to 
a war-ravaged Europe and we have been able 
—by means of foreign aid programs, foreign 
investment, and a generally liberal import 
policy—to build a safer, more hospitable, and 
prosperous international climate. A strong 
international reserve position is important 
also to provide the nation with a cushion so 
that it may be free fully to pursue anti-cycli- 
cal policy at home. In this way, because it 
gives us international strength, our foreign 
business plays a unique and vital role in all 
our lives. 


About the Author— 


Mr. Collado is Treasurer of the Standard Oil 
Company (New Jersey). This address was delivered 
by him at the International Business Conference at 
this University, on May 4, 1960. 
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Emilio G. Collado 


I propose to concentrate my remarks to- 
night on the area that affects all of us—on 
the deficit we have been running in our inter- 
national balance of payments. With your per- 
mission I should like to talk especially about | 
the corrective measures we ought to take. 
This winter I participated in a study of the 
implications for United States policy under- 
taken by the Committee for Economic Devel- 
opment. Their final report, “National Objec- 
tives and the Balance of Payments Problem,” 
was released in February. In the course of the 
study, I became convinced that what we need 
most of all is a successful policy against in- 
flation at home and a drive to increase the 
attractiveness of our exports and their access 
to foreign markets. These are the keys to the 
long-run solution for which no gimmicks or 
stop-gap measures can substitute. Neither can 
be fully successful without the support of lib- 
eral import and investment policies. A liberal 
tariff policy is needed more than ever today 
to head off the new discrimination emerging 
in the plans for scattered regional trade agree- 
ments. 


The Deficit in Our Balance 
of Payments 
Now you have heard a great deal about the 
United States running a sizable over-all defi- 
cit in its balance of payments, totaling $3.4 
billion in 1958 and $3.7 billion in 1959. Such 
an unusual rate of deficit in the balance of 
payments must be reduced, not because of 
any immediate threat to reserves but because 
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of the potential danger that confidence in the 
dollar may be seriously affected. The deficits 
represented the resumption and acceleration 
of an earlier trend that had been interrupted 
only by the Suez experience. They have caused 
a substantial increase in short-term dollar lia- 
bilities to foreigners and a decline in the gold 
stock. In February, our short-term liabilities 
exceeded our present gold holdings. 


The Position of the Dollar 


Actually part of the rise in dollar liabilities 
is the result of improved conditions in Euro- 
pean countries and marks the success of our 
own and their efforts to rebuild their econ- 
omies after the war. On the one hand, the in- 
crease in European productive capacity means 
we have lost some of the absolute advantages 
in terms of capacity, technology, and produc- 
tivity that made our way so easy in the early 
postwar period. On the other hand, European 
countries no longer are justified in applying 
discriminatory restrictions against our goods 
for balance of payments reasons. 

We should bear in mind the fact that we 
still have a strong international position. Our 
gold reserves are nearly 50 per cent of the 
free world’s. There is no reason for liabilities 
to be matched 100 per cent as long as confi- 
dence exists. The Sterling Area System, for 
example, operates normally with liabilities 
far in excess of assets. The increase in United 
States liabilities reflects the larger role of the 
dollar as an international reserve currency 
since the war. 


A Serious Problem 


The underlying deterioration of our inter- 
national business, however, is quite serious. 
If we exclude the transactions of the United 
States government, it is evident that the net 
surplus of private transactions by United 
States business and individuals last year was 
running $2 billion below 1958. There was still 
a private current account surplus of $3 billion 
and this is a sizable surplus by most stand- 
ards. But it was not enough to allow the 
United States to carry out its foreign pro- 
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grams without borrowing at short term abroad 
or drawing on gold reserves. 

Treasury Secretary Anderson in a recent 
article in Foreign Affairs stressed the serioys- 
ness of our balance of payments problem. He 
reminds us that while the growth of dollar 
liabilities is not an undesirable development 
so long as foreigners are willing to hold dol- 
lars, their willingness would be threatened if 
so rapid a build-up should continue much 
longer. 

The outlook for 1960 is for some improve- 
ment. Exports are expected to expand, and 
unofficial expectations are for a lower over-all 
deficit, albeit one that still exceeds the level 
of the early 1950’s. This outlook for 1960 is 
better, but not good enough for a year in 
which boom conditions abroad and reduced 
trade restrictions should allow us to do even 
better. We are faced with a long-term chal- 
lenge in the re-emergence of competitive 
strength in other industrial countries, and in 
the fact that as our economy grows, there is 
reason to expect a rising trend in imports. 


Toward a Sound Solution 


As the Secretary concluded, we are not yet 
confronted with an emergency. The problem 
is to bring our total international transactions 
into a reasonable equilibrium that will enable 
the United States to carry out its responsi- 
bilities in the wor!d without provoking large 
and persistent gold outflows or excessive in- 
creases in foreign holdings of dollar balances. 
We have time to find a proper solution and 
that solution must be one along lines con- 
sistent with all our international economic 
objectives. The recent study by the CED 
made a similar finding and confirmed the con- 
viction of many that in meeting the balance 
of payments problem there is no need, nor is 
it desirable, to move away from basic policies 
encouraging free international trade and pri- 
vate investment. In fact, I would say these 
basic policies are today more desirable and 
necessary than ever before. 

Both the CED and Secretary Anderson 
placed great emphasis on the need for a suc- 
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cessful anti-inflationary policy at home. This 
will not only help to preserve the value of the 
dollar but will let the nations of the world 
know our intention to keep the dollar stable. 
In addition, through its effects on costs and 
prices, a non-inflationary policy should make 
United States products more competitive with 
foreign-made products, at home and abroad. 
It would also increase the attractiveness of 
foreign markets to American producers, and 
this is good because a goal of increased com- 
petitiveness assuredly requires the support of 
greater export effort. 


Factors in Export Success 


The failure of exports to expand last year 
was only partly the result of economic re- 
covery in other nations. According to a recent 
Staff Report of the Senate Commerce Com- 
mittee, we have been letting our exports ebb 
and flow in response to international crises, 
domestic economic conditions, and _ other 
cyclical factors. The Report pointed to the 
small percentage of American production go- 
ing into exports. It even suggested that many 
businessmen are failing to adapt their prod- 
ucts to overseas markets, and do not take the 
export market seriously enough. There is 
little evidence that United States goods are 
pricing themselves out of world markets. The 
ability of our goods to compete abroad de- 
pends on many factors. Design, quality, de- 
livery, credit terms, and also the quality and 
intensity of selling efforts may be equally 
important. 

We need only look to the postwar experi- 
ence in Europe to see how successful anti- 
inflationary policy and export effort can be in 
ultimately bringing about a better external 
balance. Under the new conditions of today, 
with Europe still maintaining such policies, 
and with the whole world at a stage where in 
general prices seem steadier, our own domestic 
policies will be all the more important. As the 
Managing Director of the International Mon- 
etary Fund recently pointed out, world con- 
ditions have changed so that “any individual 
country that embarks on inflation will do so 
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at much greater risk, for gone are the days 
when any one country that inflated might 
hope to be saved by inflation elsewhere.” 


Conditions Affecting the Deficit 


Except for the failure of our exports to 
expand, it is clear that one element can be 
held responsible for the over-all deficit. Dur- 
ing the 1950s all categories of payments in- 
creased. For example, imports were over $15 
billion in 1959 compared with an average of 
$11.5 billion during the period 1954 through 
1956. Two-thirds of this increase took place 
entirely last year, after the over-all deficit 
was already running higher. In 1958 one could 
have pointed to the fact that military expendi- 
tures were 20 per cent above their 1954-56 
average or to the rise in private investment, 
which was near a postwar high. However, 
both military expenditure and investment slid 
back last year. The point that really needs to 
be explained is the failure of foreign countries 
to spend their new dollars here. 

The Senate Commerce Committee Report 
and the Committee for Economic Develop- 
ment, both rejected any solution based on a 
cutback in payments. Both are against cuts 
in foreign aid, the use of higher tariffs or 
quotas on foreign goods, or a reduced flow of 
private investment abroad. The overflow of 
long-term private capital has received some 
attention in discussions of the deficit. As you 
know, private investment abroad is generally 
divided into two categories, portfolio invest- 
ment and direct investment. In 1958 there 
was some thought that a rise in portfolio-type 
investment was playing a role in the ‘lag be- 
tween foreigners receiving and spending dol- 
lars; however, in 1959 these investments fell 
back substantially. 


The Role of Private Investment 


Criticism of private investment as a “cul- 
prit” in the balance of payments situation is 
unwarranted. For one thing the outflow is a 
small percentage of total payments and it is 
that portion which brings a return. Also, it 
makes little economic sense to blame private 
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investment when you consider that the pri- 
vate portion of the balance of payments, in- 
cluding private capital outflow, is still in a 
substantial surplus. The fact that we are still 
running a surplus in private transactions, 
incidentally, is a strong reason why we would 
not be justified to turn to restrictive measures. 

The direct investment category is a defi- 
nitely favorable component in the balance of 
payments. Unlike portfolio-type investment, 
it is likely to be used immediately to finance 
an increase in United States export levels. In 
fact, the fall in direct investment may have 
been a minor factor in our less favorable ex- 
port results. The link between expanding 
United States exports and new direct invest- 
ment also extends over the long run. When 
our investors go abroad with American pro- 
duction equipment, they help to orient the 
developing industrial plant to United States 
replacements. As these countries develop with 
the assistance of our investment they will be- 
come better markets for a wider variety of 
United States goods. 

Another result of foreign investment is that 
our industrial plant gains a greater access to 
worldwide supplies of raw materials. The 
Korean and Suez experiences dramatized the 
importance of this to the Free World twice in 
one decade. But there is a more day-to-day 
link to our balance of payments welfare in the 
effect of lower raw material prices. 


Income From Direct Investment 


I have been talking about the benefits to 
our trade, but the most obvious benefit from 
direct investment is the large income it brings 
home. Running over $2 billion a year, this 
income has become a major receipt in the 
“service” section of the balance of payments. 
Actually direct income has regularly been ex- 
ceeding the new direct outflow. For 1958 and 
1959, the excess amounted to $1 billion a 
year. For the whole decade the cumulative 
income surplus over the net outflow of direct 
investment came to more than $7 billion. In 
other words we already enjoy a net exchange 
gain while in the midst of building a stronger 


22 


international investment position for the fy. 
ture. This may sound a little like eating oy, 


cake and having it too; but we have to re. | 


member that the balance of payments outflow 
represents only a part of the total gross cap. 
ital expenditure associated with direct invest. 
ment—a point I will bring up again in relation 
to underdeveloped countries. 

Unfortunately the large income returning 
to this country has led to arguments about 
whether the capital-exporting or the capital- 
importing country gets the benefit. There has 
been much ink spilled on the subject over the 
years, but only in recent times were efforts 
made to check the facts. On the basis of data 
brought together by the United States govern- 
ment, there is evidence that both parties gain. 
Our gain is not at the expense of the receiving 
country but part of a shared gain. 

The point I want to make right now is that 
as long as we are in any way uncertain of the 
long-run prospects for our exports, it would 
certainly be shortsighted policy to discourage 
the development of other lines of foreign in- 
come. This was put rather forcefully by Sen- 
ator Javits recently when he said that meas- 
ures to expand direct investment “should be 
classified as long-range insurance against any 
prolonged deficit in our balance of payments.” 


Investment in the Underdeveloped 
Countries 


Private investment plays a vital role in 
United States foreign economic policy toward 
underdeveloped countries. Study after study 
of United States foreign economic policy has 
emphasized the important role of private in- 
vestment in creating a free and prosperous 
world. ur government gives aid to under- 
developed countries knowing on the one hand 
that development brings higher levels of inter- 
national trade in which the United States will 
prosper, and on the other hand, that if these 
countries meet with too much discouragement 
in their economic aspirations, they will be all 
the more vulnerable to Communist encroach- 
ment. But government aid, going directly to 
governments, tends largely to build up the 
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public sector of underdeveloped countries. 
What the West needs is private direct invest- 
' ment to build up the private sectors, both as 
| an end itself and as a means of maximizing 
_ the general rate of development. 
| The role of private investment in overseas 
| development has many features. An important 
one is the part it plays in the direction of re- 
sources into their most efficient production 
| pattern. Where resources are limited, this al- 
locating role is all the more important. We 
| ourselves have developed a vigorous economy 
in a tradition which allowed free investment 
decisions. What is sometimes less obvious is 
the quantitative importance of the capital 
expenditures of a foreign investor to growth 
in an underdeveloped country. The gross cap- 
ital expenditure associated with a direct in- 
vestment is much greater than can be indi- 
cated by the net outflow data used in balance 
of payments accounting. These expenditures, 
which include depreciation and other funds 
regardless of source, may run two or more 
times larger than the balance of payments 
flow. The gross figure is the proper measure 
of the contribution to economic growth. 
In addition, direct investment brings initia- 
tive, new technology, and managerial talents, 
all of which may be more scarce than capital 
itself. One of the indirect effects may be the 
introduction of Western business philosophy 
| regarding competition, low prices, high turn- 

over, and high capitalization. In some areas 
even the Western notion of individual per- 
sonal advancement will be new. Of course the 
direct economic effect of a successful invest- 
ment is that local resources can be more fully 
and efficiently used. New wealth is created in 
the form of an increase in the goods available 
for local consumption or for export. The 
foreign country gains, on the side, a new 
_ source of government revenue and a new 
_ stream of local income. Many of the nationals 
| acquire skills which they later may transfer 
_ to other businesses. Last, but not least, be- 

cause of new opportunities many other enter- 

prises will be spurred to expand while new 


ones must be established to fill new needs. 
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In line with our foreign policy aims, the 
United States has had for some time an in- 
vestment guarantee program to encourage 
private investment abroad. There is now also 
a move to streamline government aid into 
forms that more directly promote private 
enterprise, such as loans from the Develop- 
ment Loan Fund. 


The Importance of Attitudes of 
Governments 

But I am afraid these measures only scrape 
the surface. What is needed is a favorable 
attitude by governments and a philosophy of 
competitive free enterprise. These are things 
that can not be legislated any more than can 
export effort. One specific measure that would 
help is the removal of certain tax inequities 
which now deter American foreign investors. 

Finally, there is one general requirement 
for a favorable economic environment. All of 
the advanced countries of the world must 
seek to maintain their own domestic growth 
and follow liberal import and foreign invest- 
ment policies. This is important because the 
growth of underdeveloped countries is closely 
tied to the expansion of markets for their 
products in advanced countries. This inter- 
national link is one safeguard we have for 
assuring a sustainable new growth toward an 
integrated Free World economy. 


Competition from Our Own 
Foreign Investment 


There have been some fears expressed that 
the United States may suffer from the compe- 
tition that its own investment creates abroad. 
This question of competition from imports or 
for our exports in foreign markets is not an 
easy one. Some of our producers must go 
abroad to protect their markets. As far as im- 
ports are concerned, in general we should 
bear in mind that the vigor of our own growth 
has been in a tradition of competition. There 
are market and technological changes of equal 
force going on within our own borders every 
day. If we should choose to restrict imports 
or hinder investment abroad, I believe we 


would be seriously handicapping our long- 
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term prospects for a healthy balance of pay- 
ments and a healthy Free World. Our hope 
for economic well-being still rests on the pros- 
pect for higher trade levels and an expanding 
world economy, just as it did at the close of 
World War II. 


Alternative Solutions 


In conclusion, basic issues are involved in 
deciding on alternatives in solving the balance 
of payments problem. Any retrogression now 
on the part of the United States on liberal 
trade policy would come at the worst possible 
moment. Much progress has been made in the 
last few years toward elimination of discrim- 
inatory import quotas, and we have only 
begun to feel our way into the markets that 
are freed. We need to push hard now for the 
removal of the remaining quotas and for the 
elimination of any other restrictions abroad 
which particularly hurt our exports, even 
when they are internal such as purchase and 
excise taxes which weigh heaviest on Amer- 
ican-type products. A liberal trade policy and 
support for GATT (the General Agreement 
on Tariffs and Trade) are necessary in order 
to lessen the effect of newer forms of discrim- 
ination, such as the external tariffs which 
Common Market countries are planning to 
adopt. We are seeing almost an epidemic of 
free trade area plans not only in Europe but 
also in Latin America, Africa and Asia. The 
only way to minimize the discrimination that 
would result is to bring about multilateral 
reduction of tariffs, on a worldwide basis 
under GATT. Ultimately, how badly we suf- 
fer from the regional arrangements of others 
depends on the absolute levels of tariffs and 
whether the concessions from which we are 
excluded are trade-diverting, or trade-expand- 
ing and thoroughly consistent with GATT. 
I think that just the uncertainties over these 
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questions may be acting as a drag on oy 
export efforts. 


The Burdens of Defense and 
Economic Assistance 


With regard to more immediate measures 
aimed at reducing the United States balance 
of payments deficit, many people have recom- 
mended that other industrial nations should 
undertake a larger contribution to the com- 
mon burdens of defense and economic assist- 
ance. For my part, some shift of the burden 
seems desirable and only equitable. I should 
not recommend it solely out of balance of 
payments considerations. There have also 
been suggestions from various quarters that 
solution of the deficit would be aided by in- 
creased cooperation between the United States 
and Western European countries. The pro- 
posals now being forged for a new organiza- 
tion to include Europe, the United States and 
Canada may be helpful. But I believe the 
major point to bear in mind in seeking a solu- 
tion to reduce the balance of payments deficit 
is that the responsibility rests in our own 
hands. 

There is already some evidence to support 
unofficial forecasts of a reduced deficit run- 
ning around $2.5 billion for 1960. During the 
first quarter, exports were up 21 per cent over 
the same period of 1959 and running at an 
annual rate $2 billion above the totals for 
1958 and 1959. This does not mean that we 
no longer must look for ways to lower the 
deficit. There is still need for corrective 
action. But it does mean we have the time 
and the opportunity to select the best ways— 
those that will be consistent with other major 
national, objectives such as high domestic em- 
ployment, stable purchasing power, and the 
maintenance of military strength and eco- 
nomic progress in the Western World. 
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o The figures, the facts, and their meaning 


Michigan Higher Education: 


Need and Expenditure 


| 


| 


Someone has said that there are lies, damn 
lies, and statistics. While statistics can often 
be useful, and certainly have their place in the 
evaluation of higher education and its financ- 
ing, we do not know of another area of study 
in which they can be more readily abused. And 
this abuse may be more a product of ignorance 
or inadvertence than of deliberate design. 

A case in point is the use made of a statistic 
to be found in Compendium of State Govern- 
ment Finances in 1958, released in 1959 by 
the U.S. Census Bureau. Michigan is listed in 
this publication as third among the then forty- 
eight states in per capita expenditures for 


_ public higher education, with an expenditure 
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of $28.10 (Table 37, p. 52). Subsequently, 
this Census Bureau figure was cited by a tax- 
payer research group in an extensive analysis 
of proposed increases in the 1959-60 Michigan 
state budget. Although expenditures for high- 
er education were not alone singled out for 
analysis, Michigan’s $28.10 per capita figure 


_ was compared unfavorably with much lower 


per capita expenditures reported for its neigh- 
boring and competing states—i.e., Illinois, In- 
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diana, New Jersey, New York, Ohio, Pennsyl- 
vania, and Wisconsin. 

The Census Bureau per capita expenditure 
figure gives the impression that Michigan 
spends far more on higher education than these 
other industrial states of comparable size. 
Furthermore, it may contribute to an attitude 
of complacency toward the problems of higher 
education by those who are not aware of the 
special considerations that apply to public 
higher education in Michigan. Those citizens 
among us who are calling for greater and more 
enthusiastic support for higher education in 
the face of rapidly expanding enrollments 
are entitled to be touchy when unwary readers 
move from the Census statistic to the unsup- 
ported conclusion that Michigan needs to 
spend no more, indeed now spends too much, 
for higher education. 

The fact is that the Census statistics on 
state expenditures portray only part of the 
picture, a part which is severely distorted 
without a look at the comparative needs for 
public higher education and a view of the 
total facilities, private as well as public. This 
added dimension we hope to present in this 
article. 

Self-Supporting Activities 

A large share of higher education expendi- 
tures included in the Census Bureau total re- 
sults from self-supporting enterprises—for 
dormitories, cafeterias, athletic contests, and 
student activities. In Michigan these items 
constitute a substantial share of the total in- 
stitutional spending. However, because they 
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are financed by revenue bonds or student fees, 
they involve no direct cost to the state govern- 
ment or to Michigan taxpayers in legislative 
appropriations. 

In addition to these expenditures for auxi- 
liary activities, the national stature and su- 
perior research facilities at Michigan institu- 
tions attract considerable support in the form 
of private gifts and grants and research con- 
tracts with the Federal government. The Uni- 
versity of Michigan during 1959, for example, 
reported substantially more revenue from 
these sources, together with revenue from 
self-supporting enterprises than from state ap- 
propriations.' Clearly expenditures that are 
financed from these revenues are not costs 
borne by the Michigan taxpayers. 

It is a misleading measure of the level of 
state support to lump expenditures connected 
with auxiliary self-supporting services and 
with private gifts or research contracts with 
state appropriations proper, as does the Cen- 
sus Bureau, and then use the thus derived 
total to determine the per capita rate of ex- 
penditure. It only compounds the error if this 
per capita figure is further used to compare 
Michigan expenditures with expenditures of 
other states whose public institutions spend 
far less on self-supporting and privately fi- 
nanced items. Such comparisons, in fact, 
penalize Michigan’s institutions for their 
ability to attract large amounts in private 
gifts and research grants and to sustain so 
much self-financed activity. 


Non-Taxpayer Costs 


An emphasis on expenditure totals which 
include auxiliary service and research con- 


1JTn the fiscal year ending June 30, 1959, The Uni- 
versity of Michigan reported all state appropriations 
at $32,050,000; gifts, grants and departmental and 
research revenue totaled more than $28 million. 
Auxiliary activities funds totaled more than $22 
million. The University of Michigan Financial Re- 
port—1959, p. 11. The Census Bureau itself, in report- 
ing 1958 state revenues, attributed over $64 million in 
general revenue from current charges to Michigan 
state institutions of higher education. U.S. Bureau of 
the Census, Compendium of State Government Fi- 
nances in 1958, Table 10, p. 17. This sum includes 
$34,428,000 from “commercial” activities (defined as 
auxiliary enterprises) and $30,005,000 from “other” 
enterprises not otherwise defined. 
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tract expenditures may also obscure important 
differences in the character of non-taxpayer 
costs as between one institution and another. 
For example, it is common to compare and 
contrast the University of California (Berke. 
ley) and The University of Michigan in vari. 
ous ways because they are considered two of 
the top institutions in the country. So far as 
non-taxpayer costs are concerned, when anal- 
yzing total expenditures for the two schools, 
there are marked differences. Berkeley, for 
example, has only recently recognized the 
need for sizable student housing facilities or 
for a student union, whereas at The Univer. 
sity of Michigan separate club facilities for 
both men and women date from early in the 
century and a mammoth dormitory program 
was well underway in the 1920s. Michigan 
auxiliary service expenditures probably exceed 
those at Berkeley by a substantial amount. 
Census statistics on per capita expenditure 
would in consequence be distorted. 

Both Berkeley and Michigan have big con- 
tract research programs, but it may well be 
that Berkeley’s heavy involvement in govern- 
ment atomic research contracts exceeds the 
University of Michigan’s admittedly large 
activities in the government contract field. To 
the extent that contract expenditures are in- 
cluded in the Census statistic, comparison be- 
tween California and Michigan as to per capi- 
ta expenditure for higher education is dis- 
torted. Further, the unwary may fail to note 
that such expenditures are not paid for by the 
taxpayers of the state in any event. 


Taxpayer Support 


Given the substantial amount of public 
higher ‘education expenditures which are fi- 
nanced from non-taxpayer sources, let us 
examine just how much of the total cost 
Michigan taxpayers do bear. 

Looked at from this angle, Michigan resi- 
dents currently pay somewhat less than one- 
half of the total bill for higher education in 
their state. In total dollars the state, through 
legislative appropriations, contributed $97,- 
671,000 toward the support of public institu- 
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tions in fiscal year 1957-1958. This amount 
included sums for capital outlay and current 


operations for the nine state controlled col- 


leges and universities as well as state grants 
to fifteen locally controlled junior and com- 
munity colleges. 

The total amount spent by these institu- 
tions, on the other hand, was reported by the 


' Census Bureau at $216,508,000. Michigan 


taxpayers through legislative appropriations 
contributed about 45 per cent of this total. In 
the case of the state’s largest institution, The 


' University of Michigan, state appropriations 


constituted only one-third of the total univer- 
sity expenditures. 

It should be noted that this sharp disparity 
between state government support for higher 


education and the actual spending by state 


institutions has been characteristic of Michi- 
gan for at least the whole of the present dec- 
ade. In dollar amounts expenditures increased 
from nearly $78 million in 1951 to more than 
$216 million in 1958, according to Census 
Bureau reports. State contributions in the 
form of legislative appropriations rose from 


~ nearly $39 million to over $97 million during 


the same period. 
Corrected Per Capita Figure 

If we consider the recent totals on an in- 
dividual citizen basis, we can peg the state 
legislative contribution of 1957-1958 at 
$12.67 for each of the then estimated 7,705,- 
000 residents of Michigan. Contrast this 
$12.67 per capita appropriation figure with 
the Census Bureau’s $28.10 per capita expen- 
diture figure and it is evident that the higher 
figure is no measure at all of the actual level of 


state support. Rather it is highly inflated by 


including amounts that are not actually ex- 
penses to Michigan taxpayers. 

We have already demonstrated that these 
amounts vary from state to state, and that in 
Michigan they are unusually high. It should 
be clear, therefore, why the Census Bureau 
Statistics must be presented with a great deal 
of qualification and used with a good deal of 
understanding in measuring and comparing 
state effort in the field of higher education. 


Few Private Facilities 


We have distinguished the part which state 
financial support contributes from the some- 
what greater support contributed by other 
sources. We must still consider another facet 
to financing higher education in Michigan, 
namely the small role played by private insti- 
tutions in the state. 

In discussing this role we in no way intend 
to detract from the vital contribution which 
private institutions do make in this state, nor 
do we mean to suggest at all that private 
institutions have been delinquent in effort. We 
do point up what is a fortuitous development 
somewhat peculiar to Michigan, namely that 
a private system of higher education historical- 
ly has not developed here to the extent that 
it has elsewhere. 

A frequently overlooked but important fact 
is the absence in Michigan of an extensive sys- 
tem of privately controlled and privately fi- 
nanced higher education. Such large institu- 
tions as Northwestern University and the Uni- 
versity of Chicago in Illinois have no counter- 
part in Michigan. Large municipal universities 
such as exist in the Ohio cities of Akron, Cin- 
cinnati, and Toledo are completely absent in 
Michigan. By way of contrast, the three lar- 
gest institutions in this state—The University 
of Michigan, Michigan State University, and 
Wayne State University—are all publicly con- 
trolled schools. Indeed Michigan can count 
only one half of its accredited colleges as pri- 
vate, whereas in states like Illinois, Indiana, 
Ohio, and Pennsylvania three-fourths or more 
of the institutions are privately controlled and 
supported. 


Investment of Public and 
Private Institutions 


A more conclusive indication of Michigan’s 
comparatively meager private facilities is the 
extremely low proportion of net plant invest- 
ment accounted for by private institutions in 
the state, as compared with a much higher 
proportion elsewhere. Private institutions in 
Michigan account for a mere 14 per cent of 
net investment of both public and private in- 
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stitutions. The proportions in states with 
which Michigan is compared range from In- 
diana’s 36 per cent to New Jersey’s 85 per 
cent. The national average, at 44 per cent, is 
more than three times that of Michigan. (See 
Table 1). 


TABLE 1? 


NET INVESTMENT IN PHYSICAL PLANT OF 
PRIVATE INSTITUTIONS, AND PERCENTAGE 
OF TOTAL NET INVESTMENT, 1955-56 


Percentage 
Value of Total 
New Jersey $184,356,000 85 
New York 592,897,000 83 
Pennsylvania 412,407,000 77 
Illinois 267,081,000 56 
Ohio 155,878,000 42 
Wisconsin 64,634,000 37 
Indiana 95,129,060 36 
Michigan 65,416,000 14 
US. 3,910,085,000 44 


Enrollment: Key Figures 


The lack of private education facilities in 
Michigan is pointed up even more emphatical- 
ly, and more realistically, by enrollment fig- 
ures. Michigan public colleges and universi- 
ties have been enrolling three-fourths of the 
total state college enrollment; private institu- 
tions in the state have accommodated the 
other fourth. On the other hand, in the United 
States as a whole public and private institu- 
tions traditionally have shared the total na- 
tional college enrollment about equally.’ In 
other words private institutions in Michigan 
have been carrying only one-half the enroll- 
ment burden which they have carried in the 
nation as a whole. Michigan’s situation is 
dramatically reversed from that of states like 
New York, New Jersey, and Pennsylvania, 
where public college enrollment has been as 
low as one-third, one-fourth, and one-fifth of 
the total. (Table 2). 


2U.S. Department of Health, Education, and Wel- 
fare, Office of Education, Biennial Survey of Educa- 
tion in the United States—1954—-56, Statistics of 
Higher Education, 1955-56, Receipts, Expenditures 
and Property, Chapter 4, Section II, Table 4, pp. 
134-35, 138-39. Figures for 1955-56, published in 
1959, are the most recently available. Subsequent 
tables are based on this and earlier biennial surveys. 

3In very recent years the proportion of enrollment 
in public institutions of the nation has been increasing 
slowly ; at present public institutions enroll about 58 

per cent. 


TABLE 2 


PER CENT OF COLLEGE ENROLLMENT 
IN PUBLIC INSTITUTIONS 


1955 19584 
Michigan 76.2 
Wisconsin 63.9 67.3 
Indiana 55.4 57.7 
Ohio S32 54.6 
Illinois 41.4 45.6 
New York 35.1 378 
New Jersey © 23.4 44.5 
Pennsylvania 20.1 21.0 
8-State Average 46.1 50.8 


Graduate Programs 


Even more striking, however, is the enroll- 
ment disparity in Michigan between public 
and private institutions in the case of gradu- 
ate and professional school programs. Ninety- 
four and three-tenths per cent of the total 
graduate enrollment in all Michigan colleges 
and universities in 1955 was in public institu- 
tions. (This percentage excludes dental, law, 
or medical students, except for a few pursuing 
graduate studies in dentistry, law, or medi- 
cine). Private facilities for graduate work are 
almost nonexistent. 

Contrast this heavy burden on Michigan 
public schools with states whose public insti- 
tutions enroll as low as 10, 20, and 30 per cent 
of the graduate students. Michigan’s graduate 
student burden is very much greater than 
these, and substantially greater than that of 
public institutions in her neighboring states. 
(Table 3). 


Medical Education 


In addition to almost the whole burden of 
graduate school training, public higher educa- 
tion in Michigan sustains the entire burden for 
medical education. Every other neighboring 
and competing state, except Indiana, has one 
or more private schools of medicine. Conse- 
quently the medical school enrollment at The 
University of Michigan and Wayne State Uni- 
versity is nearly double the average enrollment 


41955 figures derived from Biennial Survey, op: cit, 
Chap. 4, Sec. I, Table 4, pp. 118-23. 1958 figures are 
based on publication by U.S. Dept. of Health, Educa- 
tion and Welfare, Office of Education, Opening (Fall) 
Enrollment in Higher Education, 1958: Institutional 
Data. Circular No. 544. Percentages were derived 
from enrollment figures. 
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TABLE 35 


PER CENT OF GRADUATE ENROLLMENT IN 
PUBLIC INSTITUTIONS, 1955 


Michigan 94.3 
Indiana 82.6 
Wisconsin 81.1 
Ohio 59.2 
Illinois 42.2 
New Jersey 28.3 
New York 18.5 
Pennsylvania 9.2 


of state medical schools in Illinois, Indiana, 
Ohio, and Wisconsin. 

We single out medical and graduate train- 
ing specially because they are extremely high 


_ cost programs as compared with the usual un- 
~ dergraduate programs. This fact intensifies the 


greater financial burden imposed upon Michi- 
gan public institutions as compared with pub- 
lic institutions elsewhere. Computations vary 


' considerably, but it is generally believed, for 


example, that the annual cost of educating a 
medical student ranges from $4,000 to $6,000. 
Some of the reasons for greater costs include 
the need, in graduate training, for small stu- 
dent-teacher ratios, in medical training for 
teaching hospital facilities, and in both for 
extensive research facilities. 

The presence or absence of privately-con- 
trolled educational facilities, thus, is a major 
circumstance defining the relative need for 
public higher education. As we have already 
pointed out, in terms of enrollment, private 
institutions are fewer and smaller in Michigan 
than in many other industrial states of com- 
parable size. 

The comparatively small amount of private, 
voluntary financial support for private insti- 
tutions accounts in large part for their much 
smaller role in this state. Indeed, according 
to the recent Michigan Tax Study authorized 
by a legislative committee of the State House 
of Representatives, churches and individual 
benefactors, for example, have apparently con- 
tributed far less to support higher education 
in Michigan than in Illinois, New Jersey, New 
York, Ohio, and Pennsylvania.° 


5 Biennial Surve~.. p. cit., Table 5, pp. 124-29. Per- 
centages were derived from enrollment figures. 

8 Michigan Tax Study Staff Papers, Lansing, 1958, 
p. 19. 
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However, much of the contribution which 
might have gone to private institutions, had 
they been greater in number or in size, has 
undoubtedly gone to support public institu- 
tions in Michigan. This fact poses serious 
problems of financing any expansion of pri- 
vate Michigan facilities. Consequently private 
contributors should look with particular sym- 
pathy on the needs and objectives of private 
institutions in a state like Michigan where 
public institutions predominate. 


Smaller Private Expenditures 


Expenditure data by private institutions in 
different states demonstrate vividly how 
much greater is the necessity for public ex- 
penditures in Michigan than elsewhere. A 
much lower level of expenditure by private in- 
stitutions in this state requires a much greater 
public effort, if the total expenditure on higher 
education in Michigan is to compare favorably 
with the total effort in other states. During the 
1955—56 period, for example, the U.S. Office of 
Education reported that current fund expendi- 
tures by private institutions were less than 
$24 million in Michigan. In Illinois the figure 
amounted to more than $137 million.’ On a 
per capita basis, using the 1955 population 
estimate, these two sums equal $3.24 for Mich- 
igan, but $14.76 for Illinois. Given the four 
and one-half times greater expenditure by 
private institutions in Illinois, no fair-minded 
person could say that the need for public 


7 Biennial Survey, op. cit., Chap. 4, Sec. II, Table 
2, p. 110. We use here the Biennial Survey expendi- 
tures, which provide both public and private school 
expenditure data, rather than the Census Bureau data, 
which report only public expenditures. Current ex- 
penditures, as used by the Office of Education in the 
Biennial Survey include: general administration and 
general expense, instruction and departmental re- 
search, extension and public services, libraries, phy- 
sical plant operation and maintenance, organized 
research, organized activities related to educational 
departments, dining and residence halls, other auxili- 
ary enterprises, and student aid for scholarships, fel- 
lowships and prizes. 

Current expenditures do not include capital outlay 
for plant additions. Given the variability of capital 
outlay from year to year, excluding it gives better 
comparability in a one or two year period. It should 
be noted that the Biennial Survey data represent 
expenditures for one fiscal year only, and are re- 
ported only every other year. 
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higher education in Illinois and Michigan was 
comparable. On the contrary, common sense 
tells anyone that, if Michigan citizens are to 
have available a system of higher education 
which will equal or excel that in Illinois, the 
public institutions of Michigan will be com- 
pelled to spend greater amounts. 

The contrast between Illinois and Michigan 
typifies the difference between Michigan and 
the nation as a whole. Private institutions on 
a national scale spent $9.46 per capita for cur- 
rent expenditures in this period—three times 
Michigan’s expenditure. Michigan ranked well 
behind the other surrounding states of Indi- 
ana, Ohio, and Wisconsin, and far behind 
such leading states as New York and Pennsyl- 
vania. (Table 4). 

This contrast points up not only the heavy 
burden on public institutional spending, but 
also the handicap which private institutions 
in Michigan face in a period of rising demands 
on their facilities. 


TABLE 4° 


CURRENT FUND PER CAPITA 
EXPENDITURES BY PRIVATE 
INSTITUTIONS, 1955-1956 


New York $16.35 
Illinois 14.76 
Pennsylvania 13.20 
New Jersey 10.18 
Indiana 8.48 
Ohio 7.80 
Wisconsin 5.49 
Michigan 3.24 
U.S. average 9.46 


The very great difference between Michigan 
and these other states in private expenditures 
for higher education prevailed also in the pre- 
ceding five years, 1949-1954. Private insti- 
tutions in most surrounding states spent from 
two to five times as much as private institu- 
tions in Michigan. The national per capita ex- 
penditure was, again, triple that in Michigan. 


Total Expenditures 


We have tried to highlight the peculiar ele- 
ments that shape Michigan’s demands for 


8 These per capita expenditure figures were derived 
from expenditure data in the Biennial Survey, op. cit., 
Chap. 4, Sec. II, Table 2, p. 110 and 1955 population 

estimates. 
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public higher education and have considered 
how Michigan compares with its surrounding 
and competing states in respect to private 
facilities and support and in self-support of 
publicly-controlled institutions. We must now 
consider these elements together and compare 
Michigan’s total effort in the support of higher 
education with the total effort in those states, 

We may get some idea of Michigan’s total 
effort in financing higher education by adding 
together the small expenditures by its private. 
ly controlled schools and the relatively high 
expenditures by its publicly controlled schools, 
Likewise, for the states with which Michigan 
is compared we can obtain the sum of their 
larger private expenditures and smaller public 
expenditures. By considering the total expen- 
ditures by both public and private institutions 
in the various states we can get a better basis 
of comparability and can to a large extent 
avoid the mistake of comparing public expen- 
ditures without any reference to relative need. 

How do total expenditures in Michigan com- 
pare with the totals for higher education else- 
where? In the eight-year period from 1948 to 
1956 Michigan ranked only modestly above 
the national per capita expenditure. Public 
and private institutions in the United States 
as a whole spent an average of $20.85 yearly, 
whereas both kinds of institutions in Michigan 
spent $23.15 in that period.® Michigan’s neigh- 
boring states of Illinois and Indiana spent at 
somewhat higher levels. (Table 5). In more 
recent years, of course, total expenditures 
have increased in every state. 


Michigan’s Special Position 
What emerges from this more complete fi- 
nancial data is a picture of higher education 
in Michigan much different from that which 
is portrayed by using the Census Bureau data 
alone. Very clearly Michigan’s expenditures 


on higher education—public and private to- 
gether—are by no means excessive but about 


9 These are not Bureau of Census figures, but 
Biennial Survey figures. We rely on this source, rather 
than Census data because the Biennial Survey is more 
comprehensive and detailed and includes all institu- 
tions—public and private. 
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TABLE 51° 


ANNUAL AVERAGE PER CAPITA 
ENDITURES BY PUBLIC AND PRIVATE 
INSTITUTIONS OF HIGHER EDUCATION, 


1948-56 
Indiana $24.64 
Illinois 24.26 
Michigan 23.15 
New York 20.70 
Wisconsin 19.39 
Pennsylvania 16.98 
Ohio 16.44 
New Jersey 11.53 
U. S. 20.95 


in line with expenditures in other leading 
states. Michigan has managed to keep abreast 
of the neighboring states of Illinois and Indi- 
ana and ahead of New Jersey, New York, 
Ohio, Pennsylvania, and Wisconsin. Michigan 
does somewhat better than the nation as a 
whole, but not a great deal better. Relatively 
high public expenditures in Michigan (more 


than half supported by non-state-taxpayer- 


sources) balance the much greater private 
school expenditures and facilities elsewhere. 
Thus, the allegedly high rate of expenditure 
by public institutions in Michigan turns out 
to be, in relation to its peculiar needs, rather 
modest and quite necessary. 

On the positive side, moreover, we should 
not overlook the vital role that public expendi- 
tures do play in Michigan’s system of higher 


10Sources for Table 5: Biennial Survey, op. cit., 
Chap. 4, Sec. II: 1948-50, Table 7, pp. 52-53; 1950- 
52, Table 7, pp. 76-77 and Table 8, p. 90; 1952-54, 
Table 5, pp. 104-05 and Table 6, pp. 118-19; 1954~ 
56, Table 2, p. 106 and Table 4, p. 134. 

These per capita figures are based on a survey of 
four fiscal years, i.e., every other year, from 1948- 
56, and represent an average of the per capita rate 
of expenditure for each of the four years. 


education. Michigan has a tradition of strong 
financial support for high quality higher edu- 
cation. The University of Michigan was a 
pioneer state university and has always been 
numbered among the nation’s top universities. 
Michigan State University was an early lead- 
er and continues to be prominent among agri- 
cultural institutions under the land grant sys- 
tem. In teacher training, Ypsilanti State Nor- 
mal (now Eastern Michigan University) was 
the first public normal school of its kind west 
of the Alleghenies. All of the teacher training 
institutions under the State Board of Educa- 
tion have continued to grow, their mandate has 
broadened, and they compare in quality favor- 
ably with state institutions in other states. 

If Michigan desires to maintain this tradi- 
tion of high quality, and to provide reasonably 
equal educational opportunity for its growing 
population, its public institutions must con- 
tinue to spend at a high level and to attract 
increased, not less support. 

Knowing the circumstances which differ- 
entiate Michigan’s need for public higher edu- 
cation from the need in other states, and 
knowing that Michigan’s schools are sup- 
ported by substantial sums which are not de- 
rived from the state government, the citizens 
and taxpayers of the state should not be 
alarmed by the prospect of increased state 
support for higher education. Instead, their 
concern ought to be that Michigan continue 
to maintain facilities which compare to and 
even excel those available to the youth of other 
states and of the nation. 


CRITERIA IN WAGE DETERMINATION 
Wage Determination: An Analysis of Wage Criteria, by Jules Backman. Van Nostrand. 


1959. 336 pages. $6.75. 


This is not a study of wage theory. Rather it is an analysis of the factors which 
determine general changes in wages and in non-wage benefits. As wage negotiation 
has become more institutionalized, with both labor and management increasingly ex- 
perienced in the arguments and counter arguments, six wage criteria have assumed 
greater importance: wage comparisons, cost of living, budgets, productivity, ability to 


pay, and economic environment. 


Appraisal: A mine of information on wage criteria, sources of data pertaining to 
wage criteria and critical appraisals of each major criterion in use. 
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simism concerning the business outlook for the balance of 1960 tended to lower the level of eco- a: 


nomic activity in mid-year. A somewhat longer model change-over period in the automobile industry 
helped to make the decline more pronounced. 
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UPPER PENINSULA BANK DEBITS—A restrained economy was evident in the Upper Peninsula [| MIC 
during late spring and early summer. This is generally attributed to the pessimistic outlook for the [sam 
remaining months of 1960. August was a very good month, primarily due to the late arrival of hot [ier 
weather and the correspondingly high level of tourist trade. in S 
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MICHIGAN EMPLOYMENT-Employment of wage and salary workers dropped through the 
summer months as model change-overs closed many automobile plants. The smaller-than-expected 


| increase in construction activity was not enough to temper the drop in the auto industry. rise 
in September is due mainly to the recall of 50,000 workers in auto and related industry. 


| 
| 
i 
i 
= 
| 
| 


Michigan Business Keview-1960 


INDEX TO VOLUME XIl 


Bergin, Thomas P. and Eagan, William F., How 
Effective Are Industrial Development Pro- 


grams?, No. 1, January, p. 23. 


Beyers, Robert W., George Katona’s “Powerful 
Consumer,” No. 3, May, p. 13. 


—, George W., Jr., University Executive De- 
pment Programs, No. 1, January, p. 6. 


Briggs, Robert P., An oe _— for Michi- 
gan, No. 5, November, p. 5 


Claire, Richard S., Higher Education for Account- 
ants im Business and the Profession, No. 4, 
July, p. 24. 


Collado, Emilio G., International Business and the 
Balance of Payments, No. 5, November, p. 19. 


David, Donald K., Business Education for America 
and the Free World, No. 3, May, p. 7. 


Duryea, J. Frank, America’s First Gasoline Auto- 
mobile, No. 2, March, p. 26. 


Eagan, William F. and Bergin, Thomas P., How 
Effective Are Industrial Development Pro- 
grams?, No. 1, January, p. 23. 


Ellsworth, P. T., From Dollar Shortage to Dollar 
Glut, No. 2, March, p. 10. 


Erskine, Walter, New Sources for Financing Your 
Foreign Operations, No. 3, May, p. 26. 


Goodwin, E. S. L., Control: A Brief Excursion on 
the Meaning of a Word, No. 1, January, p. 13. 


Goodwin, E. S. L., A Further Sally on “Control,” 
No. 5, November, p. 14. 


Hatcher, Harlan, Federal Aid to Education: How 
Much and for What?, No. 3, May, p. 1. 


James E., Education for Business—The 
Future, No. 4, July, p. 7. 


Kozelka, Richard L., Education for Business: Past 
and Present, No. 4, July, p. 1. 


Lederle, John W. and Steude, William L. Michigan 
Higher Education: Need and Expenditure, — 
No. 5, November, p. 25. : 


McCallum, Philip, Small Business Administration 
Responsibilities and Programs, No. 2, 
1. 


McCracken, Paul W., The Mainsprings of Eco- 
nomic Progress, No. 2, March, p: 20. 


McKinney, Robert, Science, Technology, Education 
and the World Struggle, No. 1, January, p. 1. 


Mead, Mary A., State Income Taxation of Inter- 
state Commerce Business, No. 2, March, p. 7. 


Murdoch, Lawrence, Sports: A Growth Industry, 
No. 1, January, p. 18. 


Odiorne, Geo 
LY. > No. 2, March, p. 15. 


Perring, Raymond T., Russell A. Stevenson, No. 5, ° 
November, p. 1. 


Scanlan, Eleanor H., Recommended Readings in 
Industrial Relations, No. 1, January, p. 29. 


Spencer, John A., A Businessman Discusses Educa- 
tion for Business, No. 4, July, p. 14. 


Steude, William L. and Lederle, John W., Michigan 
Higher Education: Need and Expenditure, 
No. 5, November, p. 25. 


Urwick, Lyndall F., The Meaning of Control, No. 
5, November, p. 9. 


M. H., Business Education in Europe, 
No. 4, July, p. 29. 


E. T., An Réucator tik 
ore No. 4, July, p. 20. 


White, Robert R., The Rising Tide of Science and 
“Teaknology i in Michigan, No. 3, May, p. 20. 


In each issue: Michigan Business Indicators 


#617 


Maverichism—A New Businest 


‘ 
of 
Ww 
q 
q 
q 
> 
ll 


a 
“4 
4 
4 


